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PREFACE. 

No apology is perliaps needed to add yet one 
more volume to the existing number of books on Book- 
kooping. Tliereai’eno doubt masterly books written 
by learned men like Messrs. Carter, Spicer and Pegler, 
Batliboi, and many others, but a number of them 
it seems designed their books for students who have 
got a fair knowledge of the elementary principles, and 
it is for this reason that there is as yet no good book 
available in the market which can meet all the require- 
ments of a beginner. 

As a teacher of “ Book-keeping ” for the last ten 
years, I have had frequent opportunities of seeing 
a hcgbear this easy subject has become for the students 
reading in High School and even in College Classes. 
It is my experience that for want of a suitable elemen- 
taiy book wbich will serve the purpose of the 
many a student has to rely solely on cramming, 
dead weight to reasonable imderstandingj and hence it 
is no wonder if they are always nervous of this subject. 

It is with a view to remove this difficulty that 
effort has been made to be of service to the 
world. In this book the point chiefly borne in 
is the most natural and easy way of presenting the 
subject. It is for this reason that the opening of subsi- 
diary books has been left to the later stage till the 
student has tlioroughly grasped the j)rinciples, particu- 
larly of journalising. • 


In tltig book not; only a large number ol exercises 
lias been given but also they have been aia’anged and 
graded to suit the needs of the students. Beside.s, a 
number of test questions and examination paper-s have 
been added with a view to help the students in Lhoir 
preparations. 

This book has been designed for the High School 
Glasses as well as for the students reading in the first 
year of the Inteimediate in. . Commerce Class and can 
very well be used by those who are appearing for 
other examinations like the London Chamber of 
Commerce, Government departmental examinations 
etc. It is hoped that the present elementary volume 
which the author has ventui'ed to place before the 
public will be found useful by teachers and students 
and will supply a long felt want. The author will 
deem it a great favour if helped with suggestions as 
well as criticisms for its improvements. 

In the end he has great pleasure to acknowledge 
his indebtedness to his colleagues particularly Pandit 
Eeoti Saran B. Com. us well as his students who havo 
helped liim in various ways. Messrs. G-. R. Bhargava 
and Sons deserve his thanks particularly for the 
promptness with which they havo got this book printed 
and published in the short time at their disposal. 


The Author. 


.I'llEFACE TO THE SECOND EDITION. 


In issuing this revised and enlarged edition 
opportunity has been taken to make it as complete 
iuid comprehensive as possible in the light of the 
suggestions received. At several places the matter 
has been rewritten and even the arrangement of the 
chapter’s has been changed to make the book more 
suitable. A number of select exercises has been added, 
and besides a large number of typical questions from 
the various examination papers are given at the end of 
the book under the section ‘Supplementary Exercises’. 
’I’he latest question papers of the High School and 
Intermediate Boards of the United Provinces and 
Rajputana have also been appended to indicate the 
standard. A glossary of important Book-keeping 
terms has also been added for ready reference. In 
short, no pains have been spared to make this little 
volume useful by making such improvements as have 
been deemed necessary. 


Ohandausi, 

imh April, mci. 


AUTHOR 
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A Groundwork of Book-keeping. 

CHAPTER 1. 

Book-keeping upto the Trial Balance — Journal. 

The wohition of large scale business has made, 
tlie word Book-keeping quite famiHar to our ears 
Imt even then very few have got the correct notion 
regarding the same. It is both a science and art of 
systematically and correctly writing in the account 
books all the business transactions involving transfer 
of money or money’s worth. Systematic book-keeping 
■enables us to find out accurately the result of the ■ 
business transactions during any period chosen by us 
and shows us our financial position at any time clearly 
and accurately. 

This is not a now art and is' traced oven to 
ancient times, Lucas Pacioli, a Fransciscan monk 
published his book on book-keeping, ‘Dc compas et 
iSeripturh’ in the year 1494 or 1495. ■ Memorandum or 
waste book, ledger audiournalare the books mentioned 
by him for use. IMjh OldcasUe translated this book in 
English and published it in London in 1543. Edward 
-.Jones wrote his book in 1705 . styled 'English System 
of Book-koc-piug,’ and improved upon the old books by 
adding one more column to the journal as formerly 


only one colunin \va» t.l!i.ere arul by iiifcrocUinini^- TViai! 
^BalanoG rmd and Sold books. Wifcli a :('ew 

iidditjoiiH sncl'i as f,Tio CToiripany A.o<!<nin.t.s,.Solf-RaIau(!ing- 
Ledger system, Louble Af-coiriit systoirt ote. we hiive 
the present wneiico of book-kooping. As tire in'eiviliM.nts; 
of Venice, Genoa and other tonvns of Italy were tlie- 
fii sb known people to vise this Louble .Bjitry System of 
Book-keeping' it ts often' ealled tlW ‘Italian, system. 

Account books kept on the- systematic basis- will 
enable a mereliant to profit by the following iuformn- 
tion:-- 

(T) How mncTv money nml stock of goods he' 
has got? 

(2) Wliat amonnl ho owe.s. to others- and what 
araoimt others owe luin ? 

(Id) Wbctlier he- is- gaining or losing- if so in 
what manner ? 

(4) Whether he is solvent o<r insolvent ? 

In addition to the advantage of getting the above- 
infonnatinii, the account books help hiifi iu the Uourts- 
of Law to prove the transaction:,. 

The cnrrent system of book-keeinng is wh-at is 
known as the Double Eretry Book-keox)iug a.s disting- 
ni.sl\ed from the old ard defective system knowri- as- 
the Single Entry Boelc-keeping. In. tlie lattoj- systemi 
classified.' infoi-rnatiori of tlie- accounts- only of poi'soti.v- 


i % 



Eol'ore <,iiking iij) tli-o study of the system it is 
liiooessary to iinderstand properly the meaning of 
some teehnioal words:- 

An Account — It is a record in a ledger of the 
various transactions that have taken place with a 
pe]-son or concerning a thing, such as Kama’s a/c. 
f-foods a/e, etc. It is divided into two sides, technically 
known as the debit and credit sides. The debit 
■aide is on the lefthand and the credit side on tlie right. 
The former records the advantages received by 
the party or the additions of iJurchases of things while 
the credit side shows the benefits given by the person 
•or reductions in the things. The nstial ruling is as 
under: — 

Dr, KAMA Or. 


Partioulara 

J 

Ainountj 

Bate. 

Particulars. 

!§ 1 

AmoTiTiit 

To Goods 


500 0 0 

Ljau,22 

1 

18 

300 0 0 


Debit and Credit-By the Debit side is meant the 
loft hand side of a ledger account and by the credit 
■side the right hand side. When therefore wo say that 
we debit an account we mean that wo ^makc an entry 
on the left side, and when we «redit -an account we 
write the entry on the riglit hand side. 



The waste Book, Rough Book or Memorandum 
Book — II; is a book in wbich pnciinitiry ImfisacLunis arc* 
written in (jhronoligical order irresjjoetive of its iin[)or- 
tanco or nature. It was formerly in voft'no but it is 
now rarely used except in some banks. The I'ollowinp: 
is the specimen of the waste book of .Mr. Anandi .Per.siul, 
Trader, Lncknow: — 


June 1. Started bnsino.ss with Es. 20000 as 

capital. 

June 5. Pttrchased goods of Es. 1000. 

J lino 7. Sold goods Es. 1500. 


Journal— The Journal or Daily Eecord or Daily 
Eegistor as it is called is an account book in which 
transactions are written from tlio Waste Book in order 
of date and in a classiliod form for tlie sake of transfer- 
ring them to the ledger. It was formerly tlie only 
book of original entry bnt its importance is much 
reduced by the introduction of other books such as 
OaalvBo ok Sales ahdBonght Books, and Bill Book.s etc. 


Journal. 


Date. 

Particnlars. 

Fol o. 

Dr. 

Hs. 

Or. 

Rs, 

1928 
Jan. 15 

B.ama Dr. 


100 o t) 



To Goods. 



100 0 0 


(For B'oods. sold to 
' Rama) 
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Tlio d(»l)ib and credit columns, faeilitato the writing 
■of the entries in the ledger accounts to the debit or 
o.redit side as the esiso may be, 

Nariration — It is an explanation of the entry in the 
journal and is given just below the journal entry vide 
the remark ''For goods sold lo £mm’ after the above 
journal etitiy. 

Ledger is a book of very great importance and 
0011 tains a large number of accounts. In this are 
opened the various accounts and all the items relating 
to each account are collected into it. The number of 
lodgers maintained in the business dopends. upon its 
size and the system of book-keeping. 

Double Entry. 

Meaning— -It is the oidy system of importance and 
takes its name from the fact that the amount of each 
transaction is entered twice, at one place to the debit 
of an account and in the other to the credit of some 
other account. It does neither make two separate transac- 
tions nor it duiili cates the work but it simply makes 
one dobtor and one creditor for one and the same 
transaction. ]?or instance whengoods are sold to Eama 
liama is made debtor and goods account creditor. 
This simple point is very often misunderstood and so 
Double Entry is often explained wrongly by students 
as kloing the work twice over'’. This system is very 
accurate and perfect. It is the Bj'stem that is in vogue 
in ail the imyjortant business houses of today. 


Pnnciples---These are veiy important as fit is cm 
these tliat tlie wliole system has been biviffc up and’ 
are three in number : — 

(а) Every transaction that takes place in busi- 
Tvoss innst ha^o two sides, oiio Uiwpiitg and 
tlie other Wm'jtg'. It is not possiltie to Jiavc 
receiving without giving. There must bo 
some one to give and some one ti; receive 
as one cannot exist without the other. 

(&) As tliere is a twofold aspect of the same- 
ti'an.saction tjiere must be a twofold entry 
in order to complete the record. It means- 
in other words tliat for each debit tliere 
rmi.st be a coiTesponding credit and vice- 
versa. 

(r) The giving and taking' or the debit and the 
credit is between accounts in tlie same set 
of books and not in the different ones. 

Rules'-Tliese are the regulations or laws in vogue 
fi'amed by the inventors of the system or formed by 
the current pi-actices pi'evalent. For the sake of 
uniformity they are considoi-ed binding by all. In 
the English .system there are four important rules: — 

(») In general the books in use are throe, the 
j\lemo rand uni or the AVaste Book, the 
Jonrnal and the Ledger. The first, however, 
is not mncli in practice, 

(б) The left hand side of each account is called 
the debit side and the right hand the credit 
side. 


Ci';> In tlie ledger accounts “To” is profixod 
• to tlie entries on tlie debit (left) side and 
‘ By i* to those on the credit (right) oiie. 

((/) The ^^ecollnt which receives anytliing is 
called Debtor. (Dr.) and the one that 
gives Creditor (Or.). . 

Bales (b), (c) and (d) are as a matter of fact made 
for oonvenience. It will not much matter if the debit 
side is kept on the right hand or ‘By’ is prefixed to items 
on tlie debit side, or the receiver is called a creditor 
but only if all agree on the point. But if one 
puts debit items on the left and the other on the 
light it will create a good deal of confusion and there 
will bo a dreadful muddle. 

Theory*— Aliy business transaction that takes place 
necessarily cnvolves two sides and jireseuts a twofold 
aspect. For every giving there must be taking and 
vice versa. This will necessarily mean recording the 
same ti'ansaotion in the same set of hooks on two sides, 
the debit and the credit. It therefore establishes the 
important fact that for every debit there muse be a 
corresponding credit and vice versa. Suppose for 
instance that we are to record the transaction ‘Paid 
ill casli Its. oO to Krishna’, we wihhave to d,ehit Krishna 
and credit Gash, account for the same. In this case 
Krishna has received the benefit and the same is given 
by the Gash account. Under tips system it is not pos- 
sible to think of one aspect without the other. 


Adfvaaiages — As tin's is a aiost perfect uikI it'ccTiratc,* 
sysfo'JH oC book-keeping it has g'ot many ad-vantagos 
of wliich the follo\^^ing are important: — 

(rt) As this system takes into ac'ccniirt the dou- 
ble. aspect of every transaction accrtracy of 
the books can be tested by the pro para tiojj 
of a Trial Balance, (T. B,) 

{b) Profit and Loss aceoxint and Balance vSheet 
can be independently prepared and the 
accuracy of the figures of the Capital 
account balance and the .Balance Sheet is 
tested because the capital account balance 
in the Balance Sheet must tally with, the 
figure of the capital account in the ledger, 

(ff) There is a complete record of transactions ; 
' as this system takes into account not only 
tlie personal aecoiiuts but impersonal ones 
'■ also. 

(d) As there are all the impersonal accounts a 
detailed Profit and Loss aecount can bo 
prepared and much reliable and iin])ortanb 
iuformatioji can be got- 

(a) it is a overy acenrate and eflicioiit sy.stmn 
and so the?e will be few loopholtis for 
fraud. 


As iilroaaly oX])ln,ine(l in general tliore are tlireo 
books is use:-*^- " . 

(.1.) llio Momorandiim or the Waste Boob, 

1 ^ 2 ) Tlio Journal. 

(8) Tlio Ledger. 

The Waste book is generally not maintaiwocl these 
(lays and ev(;n most of the Journal entries are superse- 
ded by a immbor of subsidiary books (e. g. the Piirch.a- ; 
ses Book, the Sales Book, Bill Books, etc.) avoid ' 
the bulk of the book and also to simplify the work 
The third book used is the ledger and will be dealt 
■with in the second chapter. . 

Journal. 

Tliough the uso of a journal is superseded by the 
sul)sidiary books in many places, yet there are a 
number of countries, Spain, France, Italy and parts 
of Genua, ny and Austria Avliere the use of Journal is 
compulsory as per the Code of Napoleon. 

Theory of Journalising-- According to the prince- 
pies oi: Doubly Entry every transaction has two aspects, 
the receiving and the giving. Take for instance the 
case of a firm lending money to Vishnu, Datt then 
Vishnu Datl; i.s receiving it and cash is given. Similarly 
if the same firm buys furniture, furniture is received 
and cash, is given. In short in any case we can split 
up the transaction into two parts the debit and the 
credit, the former being equivalent to receiving and 
the latter to giving. In the account books the persoji 




^ (10 ) 

roceiviiig tlio benefit ur tbe thing rcseeiv.-a i.s nnule 
llebtoj- and is oufcei-ed in the ,|)r. celuiwu iind (Ik. 
person giving the benefit or the thing going out is 
made creditor and is thereforo onterorl in the C,v. 
eoliium. 

The following rules will be of great help to a 

hoginner in journalising the viirioua ty],ps of transao- 

tions: — 

(«) Wlml, (ionies in is to be debifcfid anti what 
goes out is to be credited e. g. Rh. 5() 
received for coffee sold. 

Cash acooant lir. ... Rs. oO. 

To Coffee account. ••• r.s. hQ, 

la each transaction there arc two thino’s 
envoi ved and when one is debited liho 
second is naturally credited and vice versa, 
paid Its. 100. Casli goes out tlioi'efore:- 
Dr. Rs. 100. 

.... Its, lOO, 

the benefit is to bo 
that receives is to bo 
of Its. 200 given to Eaiiia 


... Rs. 200 


( 11 ) 


(d) 'Losses te be debited and gairiS; - be credited. 
I^aid trade expenses Rs. 2o, and received a 
c(nnmissiou of Rs. 100 then — , 

Ti ade Exps. accoant ... Dr. Rs. 25 

To Cash ... R,s. 25. 

1)1 tlie case of commission it is a gain 
and .so — 

Cash account ••• Dr. Rs. 100 

To Commission. ••• Rs. 100 

Fe IV hints on journalising:'— 

(1) Whenever a new business is started 
tlie amount brought in by the owner is not credited to 
lii.s personal account opened in his name but to an 
account called ‘Capital’ account and subsecpieut addi- 
tions to and withdrawls from are also similarly treated : 
through. tlie .same account e.g'. Rama starts his btt.siness 
with Rs. 1000, then the entry will be 

Cash account ••• Dr. Rs. 1000 

To Capital account ••• Rs. 1000. 

and not 

Oasb 'account Dr. Rs. 1000 

To Rama ••• Rs. 1000, 

I’lie same jirmciple will apply when there is a 
partnership fii'iii. lu this case instead of one individual 
proprietoi’ tltoio are more persons who join hands with 
a view to share profits according .to their agreement. 
In. this case each partner brings his share of capital 


and it ifi nrodited to lus capital account. Wkeii tlvere 
fs arie moti’s capital thei-o is no nooossity o!? prefixing' 
liis tuur.o to Jiis ..capital account, but wlien there are 
several owners, the capital account of each innst be 
liistingtn'sliod from tliat of others by adding his name 
to it, 6, g. Jiatna’s Capital account, B’s Capital account 
and so on. At the end of tlic year when the profit 
is ascertained the .share of every partner is added to 
his capital account and drawings are dednoted. 

In the case of a company (which is an association of 
individuals for profit ) the capital account sJiows in total the 
eontribution of all the shareholders. To this account tlio balaucs 
Profit and LoiS account is not traasforrsd at the end of the 
period but each shareiiolder is triveii a share of profit and 
the balance of P. & L. accoiiut appears in the Balance sheet. 

(2) Sometimes at the time of opening a now 
business in, stead of bringing in ea.sh, goods are brought 
in. In such a case the aceouuts of the things brought 
in are debited and the capital account is credited, e. g, 
llama starts his business with its. 5000 wortli. of wheat 
then:-*- 

Wheat account Dr. Bs. 5000. 

To Capital account ••• Rs. 5000. 

(3) When the goods are bought or sold and the 
name of the person to whom sold or from whom 
bought is given and it is not told that it is a casli 
trausaetion it is lo bo J.aken as a credit one (Vid.o entry 

dated the llfch Jan., 1928 in the following example.) 


( 13 ) * 


(4) A- tliiii lino generally inredinkis drawn after eaeli 
transactioH np to til e folio column and the narraticm 
for the entry is written below the entry. Q-enerally 
narration is neither given for each entry nor it is neces- 
sary, but it is given in the case of difficult or confusing 
entries only. 

The following entries in the journal from the 
Memorandum Book given below will help in under- 
standing the rules given above:— . 

Memorandum or Waste Boole of Beni Prasad. 


1928. 




Jan. 

1 

He starts his shop with 

Ha. 8000 


5 

Ho pvu'chasos goods 

„ 3000 

)) 

8 

He sells goods 

„ 1000 


9 

He lends to Rama 

„ 500 


11 

He sells goods to Sarjn Pd. 

„ 300 


13 

15 

He pays wages 

Sarjii Pd. returns goods 

„ 25 



being of bad quality 

100 


17 

He borrows from 




Gulab Sing 

„ 1000 


17 

He pays into the bank 

„ 2000 


19 

He purchases goods 

„ 2000 



and pays cartage 

„ 100 


2;i 

He withdraws from the bank ,, 1000 


25 

He sells goods to 




Shambhu Hath 

„ 15U0 


27 

Receives from Saigu Pd. 

„ 200 

)) 

81 

He pays rent « 

„ 100 



„ „ wages r 

„ 300 


Date. 

riirtionlaw. 


Dr; ' 
Ra. 

£ 

19'2S. 









:1 

Cfisli 


Dr. 


sail) 




To Gapitfi 

a/c. 



aooo 

B 

Goods 

(1 jt*. 

Dr. 


800(1 




To Cash 

a/o. 



3000 


8 

Gash 

a/c ... 

i)r. 


mod 



9 


To Goods a/c. 



1000 


Kama 


Dr. 


BOO 





To Cash 

a/c. 



BDO 


11 

Sarju 

r*arshacl... 

Dr. 


800 




To Good 

a/c. 



800 


18 

Wag os a/c ... 

Dr. 







To Cash 




2B 


IB 

Goods 

Dr. 


ino 





To Sarjix 

Pd. 



100 


17 

Cash 


Dr. 


KKK) 





To Gulah 

Sing 



1000 



Jlaiik 

a/o ... 

Dr. 


2000 


„ 

19 

Goods 

To_Oash_ 

a/c. 

Dr. 


2CXX) 

2000 




To Cash 

a/c. 



2000 



Carta^ 

e a/c ... 

Dr. 


KiO 



28 


To CtiBli 

ii/r.. 



100 


Cash 

~d//r“ - 

Dr.- 


1000 


25 

To Baul 
Sliambhu Nath.. 

a/2- 

Dr. 


15(K) 

1000 


27 

. 

To Goods a/c. 



.IBOO 


Cash a/c 

Dr," 


200 



81 


To Sarju 

Pd. 


200 


iieut 

a/o ... 

Dr. 


100 





To Cash 

a/o. 


100 


Wac:es a/c 

Dr. 


■ .800 




— 

_To Cash 

a/o. 



8(T 



e 

• 



21120 

21125 
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• EXERCISE 1. 

Joiirnalise tlie following exereises:--^- 

(1) .Jannary 1. Mr. Eaincliandra started liis busi- 
ness as a wheat merchant by putting in Rs. 5000 as 
bis capital. 

.Tfuuiary 5. Ho purchased wheat of Rs. 700 and 
furniture for bis shop of Rs. 800. 

.Tanuary 10. He sold wheat for Rs. 800. 

January 15. He borrowed Rs. 400 from Mr. Jackson 
and purchased wheat of Rs. 200. 

Jam^ary21. He sold his wheat for R.s. 250 and 
lent the wliole sum to Mr. talta Prasad. ‘ 

January 31. He paid wages Rs. 130. 

(2) Feb. 1. Mr. Albert started his business as a 
Timber Merchant with a capital of Rs. 4500.- 

Feb. 5. He borrowed from. Mr. Sams Rs. 800. 
and purchased timber for Rs. 3000. 

Feb. 9. Mr. Ram borrowed from him, Rs. 300. 

Feb. 12. He sold timber of Rs. 3700. 

Feb. 18. He sold timber to Ram for Ks. 700. 

Feb. 21. Ram Paid him Es. 1000. 

Fob. 23. Ram returned timber of Ife. 200. 

.Feb. 28. He paid rent Rs. 2& and wages Rs. 100. 

(3) March 1. Mr. Jones started 'bis .shop of tea 
and coffee with the initial capital R.^. 1500. 


( 1C. ' ) 


Miircli T). Tie parchased ten andcoffoo of Ife, 700. 
Eiiid ffe. 000 I'e.spectivoly, 

Mare-li. 8. TT'o sold on credit, coffee of Its. 75 
to .Mo.ssr.s. n. & Oo. 

. Miirol) 10. lie borrowed Ifa. 200 from Mr.s. Sani-s 
iuid R,s. 000. from Mr. James. 

Marcli 12. Mbssrs. B, & Oo., paid liim the dnos. 
Marcli 10. Mr. Scott took a loan of Its. 100 from 

him. 

March. 27. Ho sold tea of Ra. 80 to Mr. Eaman. 
March. .31. Ho paid rent Ra. 100 wagus Its. 80. 
Cash sales during the month coffee Ra. 500 tea Ra. 400. 

(4) April 1. Aiiant opimod his ■ book-, shop with 
books worth R,s. 1000. 

April 5. Ho sold books for It?. (iOO. 

April 9. He sold books for Ra. 100 to Artlnir. 

April 12. He purchased books of Bs. 500 from 
Crovind and paid him Ifci. 200 as part payment. 

April 1(5. He borrowed from Ba.santilal Rs. 200 
and ])aid Ra. 100 to Hovindi 

April 19. Sadan took a loan of Its, 100 from liim. 
April 22. He .sold books for Ra. 200, 

April 30. lie paid wage.s Its. 40 rent Tbs. 80. 
■He paid the balancp clue to Govitul and half the diie.s 
of Basantilal.^ 


( n ) * 

(5) May^l, Sliiy- Persad started liis cloth, shop witlr , 
Rs. 2000 wortli. of cloth, and Rs. 1000 in cash. 

May 5. He sold cloth of Es, 950* to Ram and 
-|)ai.d Rs, iOO to JSTatlrakL 

May 8. Ho purchased cloth of Rs. 1200 from 
y-wanip Harain. 

May 10 He paid Rs. 700 into his Bank, 

May 12. he received from Ram his dues which 
lie paid to Swamp Narain. 

May 15. He purchased cloth of Rs. 300. 

M ay 17. He sold cloth of Rs. 910. 

May 20. Pie paid wages Rs. 15 and postage Rs 2. 

May 23. He purchased cloth from Ruplal of 
Rs. 1300. ‘ 

May 25. He returned to Ruplal cloth Rs. 300 
and paid Rs. 800 as part payment. 

May 28. lie borrowed from Sri Raia Rs. 200. 
and lent the money to Gopal. 

May 31. Ho sold cloth of Rs. 800. He paid 
wages Rs. 30, .salaries Rs. 100, and rent Rs. 250. 

(6) Juno 1. Kesliav started his wheat shop with 
Rs. 2500 as his capital. 

Juno 3. He purchased on credit wheat of 
Rs. 800 from Ram and paid cai'tage Rs. 8. 

June. 5. He gave a lostn of Rs. 250 to 
JShib Dass. 

June. 7. He paid into his hank Rs. 1500, 


lUTW 


' J'mrci. 5). Khanker pni'dirtsed wheat; - ta-oni 
for Tis. 500. 

.JiTOo LI. Ho reooived I’.s.. 400 ;|■ro^ll; Sliankor. 

June 15. He paid into ikink Iks, HOO. 

June 1,0. lie purcliaseil wheat of Its, 700 from 
.Bam.,:, 

J Line 21, Ho rctui-ncd wkoaL of lis. LOO to Ram: 
as being of inferior type. 

June 25. Ho drew from Bank Rs. JOO and paid tbe 
same to Rnm. ■ ■ 

June 00, He ])aid wfiges Rs. 50' Rent Rs. 60, 

(7) July 1. Ro.soniand of Liverpool starts his 
business as a, bookseller with ^ t50(Liu cash. 

July St. He sent Al 500 tO' the .Bank., 

July 5. Ho piiTcliasod books of H HOO fi'om S'anis. 

July 8. lie sold books of H 250 to .Mossr-s. R, ik' Co. 
taking half the amount in cash. 

July 10. He drew from the Bank ,t 100 and paid 
Sams 300.: 

July 15. He purchased hooks of £ 320 IVoin Al[)ort 
and p.'iid cartage £ 0/10/- and Rly. froighi, ,£, 0/5/-. 

July 20. He sold hooks of .£ 405 and sent £ 200 to 
Bank. , - , , 

July 25. Ho received frona. Messrs. R. & Co. £150. 

July 31. Ho paid rent £ 5,. Sjdai ies. £ 20. 


( 10 ) 


(8) Aia^-. 1. Mr. Womesli kept Us. 1500 in liis 
bank to serve him as his capital. . 

Aug. 5. He purchased chairs of Us. 350 and tables 
its. 500 from Lalta Prasad. 

Aug'. 7. He sold to Ku-shna tables of Its. .SOO. 

Aug. 9. He drew from his Bank Rs. 800. 

Aug. 12. He received Rs, 200 from Krishna. 

Aug. 13. He purchased tables of Its. 250. 

Aug. 14. He sold chairs of Rs. 200. 

Aug. 16. He borrowed from Shib P6rsa.d Rs. 350. 

Aug. 23. He paid Hs.lOto his carpenter as his wages 
and Rs, 5 for cartage. 

Aug. 25. Ho sold chairs of R.s. 100 to Gropal, 

Aug. 28. Gopal returned eliairs of Rs. 20. 

Aug. 31. He paid rent Rs. 30. 

(9) Sept. 1. Mahesh started his Timber shop 
and put in Rs. 4000 as his capital. 

Sept. 3. Ho purchased timber of Rs. 3000 from 
Sadashiv and oi' R.s. 2000 for cash. 

Sei)t. 4. Ho returned to Sadashiv timber of 
Rs. 500 being of inferior quality. 

Sept. 6. He sold timber of Rs, 300 and paid it to 
Sadashiv as part payment. 

Sept. 9, He paj'-s Rs. 200 to Ramjimalas loan. 

Sept. 12, He received Rs, 50Oi. as the jirice of the 
timber sold. 


Sopt. IS. He purchased timber of Tte. fSOO from 
Prein Sahai. 

Sept, 21. Ho paid Hs, 50 sus remfc and Ks. 200 a.'j 
j'ailwtiy freigiifc. 

Sept. 25. Ho deposited Ite. 300 irc tlio bank. 

Sopt. 28. He paid Rs. 1200 to Sadasbiv. 

Sopt. 30. He paid salary to bis staff aniouiitiop- to 
Rs. 80 and rent Its. 85. 

(lO) Oct. 1. Jacob opened his cycle .shop with the 
capital ol S, 150 and cycles worth S 120. 

Oot. 5. He sold to Edwards & Go- cycles of S 30 
and receives 15 as part payment. 

Oct. 8. He pl^l■ch<•lsed cycles of £ 50 and pays £ 2 
as railway freight and Sh. 10 as taxes. 

Oot. 12, He purchased from Jones Bro.s, cJ 3 'cle,s of 
fi 40 and paid £ 15 as part payment. 

Oot. 15. He paid shop rout £ 2 and salary £ 10. 

Oot. 18. He sold to lioberteoii & Go. eyoles of 
£80. , 

Oct, 20. Cycles of £ 10 are retnnied by liolioj't- 
son & Go. 

Oot. 23. Kobertson & Go. paid £ 35 wliioh he lent 
to Thompson. 

Oct. 25. Edwards & G’o. paid tlie balance of their 
acco^int. 


Oct. 2^. He sold cyle.s of £ 20. 

Oct. 30, He paid wages £5,, rent £2 and salary filCV 

(11) Oil 1st Nov., Mr. Pakii- Clland. started, his 
l)nsinc.ss witii R». 5000 in cash. 

Nov. 2. Paid into the bank Rs. 450. 

Nov. 3. Purchased goods of Ks. 1800 for cash and 
lof Es, 750 on credit from Sita Ram. 

Nov, 0. Paid coolie hire Es, 2/8, 

Nov. 8. Sold goods to Raman for Rs. 1315, 

Nov. 9. Raman paid Rs. 940 by way of part 
|)aymeut. 

Nov. IL Purchased goods of Rs. 320G on credit 
from Messrs. Rao. & Sons. 

Nov. 17. Paid Rs. 500 to Sita Ram. 

Nov. 19, Paid Messrs. Rao-. & Sons, Rs. ICOO. 

Nov. 24. Paid rent Rs. 35 and Rsv 15/8 for elec* 
trie charges. 

Ifov. 27. Received Rs. 200 from Raman but the 
whole amount %yas paid to Messrs. Rao & Sons* 

Nov. 30. Paid salaries to clerks Its-. 290 and cartage 

to. 12. 

( 12 ) On 1st. Decv Mr. Lalaji -started his business 
with Rs. 2800. in casb-. 

4th, Dec. Purchased gt)ods of Its-. 1700 on cash 
payment and of Its. 900 on credit from. Gcda Singhv 

Oth. Do c-. Sold goods of Rs. 380-. 


7tli. Dec. Earn Swamp bought goods o^f Es. 420 on 
cvociit and, two days after paid Rs.rl2C as part 
payment. 

lOlh. Ego. d’aid wages R.s. ,1.2 and. rent Es, 45. 

15tli.- Doc. I.’aid. Es. i580 to Goda Singh. 

17th. Dec. Purchased from Jamuna Dass goods of 
Es, lao. 

22nd Doc. Paid for postage Rs. 7/8/- and l!s, 2/8/- foi 
telegrams. 

25th. Dec. Ram Swarop paid his balance due and 
the whole amount is paid into the bank. 

28th. Dee. Sold goods of Es, 180 and banked the 
money. 

31st Dec, Paid Salaries Es, 4,30 and wages 75, 


CHAPTER II. 

Bioolkjkeeping upto Trial Balance (contiiiacd.) ^ 
Ledger and Trial Balance. 

In tlio previous chapter and tlie •exorcis<5s p,-iveii 
therein no mention was made of entries recpiiring a 
combination of few items. Of conrsethey can he passed 
singly bat a combination 'will be better. Suppose 
we have to pass an entry for Es. 95 received 'from 
Sbib Pershad and Rs. 5 discount allowed to him. In 
this case we can pass two entries as follows:— 

'Cash Dr. -95 0 0 

To Shib Pershad. '95 0 0 

Discount Dr. 5 0 0 

To Shib Pershad. -5 0 0 

In this case -we oan combine both the enttios 
into one as Shiv Pershad accoimt is to be credited in 
both the cases. The combined entiy will be: — 

Sundries 

Cash Dr. 95 0 6 

Discount Dr. 5 0 9 

To Shiv Pershad lOO 0 0 

It should be noted that when there are more 
items than one the word ‘Sundries'’ is made nsn of as'' 
in the above case. 

Opening entry in the Journal offers some diffi* 
culty to a novice. At the time of parsing an opening 
entry when a number of assetgi- aie to be taken into 
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fsceoujit <snd so also a mimbor of liabilities, tiu3 oiitry 
is j)assed by debiting all the assets and ci-ediiiu,i> .ill tlio 
" liabilities and the difforenco is adjustod by introdu- 
eing'tlie Capital acooiintif not already givi'ii. e.g-. lioliort- 
SO.U finds bis state of affairs on 1st .Jan., 1!)‘2K ns foLlun's-.' 

Cash Us. SlfiOO, Debtors Ra. 7000, Gooils on h.and 
' Ila. 3000. He lias to i>ay Rs. 5500 to bis creditors, and 
lii.s capital is Ite, 8000. The entry will bo; — 
iSnndries: — 

Cash Dr. 3500 0 0 

Debtors „ 7000 0 0 

Goods „ 3000 0 0 

To Sundries 

Creditors nouO 0 0 

C.apital 8000 0 0 

Ife. 13,500 0 0 to. 13,500 0 0 

Sometitno.s the ainoiiut of capital is not given and 
ia that ca.se the excess of (.lebit .side over the credit 
side represents the same, it is .also nob nneoniinon to 
have the credit side greater than the debit .side tlieu 
tliere is an adjustment through goodwill account etc, 
Tliis wll be dealt with at a later .stage, 

.Rama found the state of affairs on the 1st .fitly, 1327 
as follows:— 

Cash Rs. 1350, Bank to. 1650, GotnI.s on liand 
to. 4000 Debtors to. 2700} Creditors to, 5700, in tin's 
case the oapibal js not given and .so it will have to lio 
found out by limling tiio exees.? of one side over the 


oiher wliioh comes to Ks. 4000 and represein.s the 
amount 8l Jus capital. The entry therefore will be:-- 


Rimdrio.s:- 

Cash 

Bank 

Goods 

Debtors 


Dr. 1350 0 0 
„ 1650 0 0 

„ 4000 0 0 
„ 2700 0 0 


Tv) Sundries 
Creditors 
Capital 

Rs. 9700 0 0“ 


5700 0 0 
4000 0 0 


Ks. 9700 0, 0 


When the business is a joint one, instead of there 
being one capital account there will be as many capital 
accounts as there are partner’s. Suppose in the above 
case there are two partners Eanra and Shiv each 
having- Its. 2000 then instead of one capital account 


5700 

2000 

2000 


S'luidries: — • 

' 

Cash 

Dr. 1350 

Bank 

1650 

Goods 

„ 4000 

Dob tors 

„ 2700 


To Sundries 
i, Oreditoi’S 
„ Eiurua’s capital a/c. 
„ Shiv’s capital a/c. 


Whenever a jrartner or a sole -proprietor takes 
out some money or goods for* his use, his personal 


account is debited for the same. .In.sLoad of 
wiitint;’ an. account in his iiamo it is cLillocf Drawiiii^.s 
acifioimt iuid if tliere are partners, oiicli. pai'iiiun- .l.uis lu's 
<lra\viu,^'s ae.coiint separate o. g. ..Itama’.s .Dravviim' 
aecouut, Sl)iv’.s l)ra\viii»- account and so on. 

LEDGER 

As lias been ali’eady explained it is the principal 
account book in tlie double entry book-keeping, and 
perliaps it is for this reason that in Frojicli it is called 
the groat book /« i/miul Uore and in (ionnan Hanipl-‘ 
bitch the oliief book. This eontiiins in a summarised 
.form all the transactions of a trader. It is also a very 
nsofnl book of oa.sy reference us in thj.s we can lind all 
the clas, silled accounts. Tlio size of the book depends 
upon the size of the biisino.ss, the normal amount of 
transactions and the number of ])arties involved. Fvery 
page is numbered and is ruled as shown below:— 


Dr. .HAMA. Or. 
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■o''' 

Date. Particulars. 

1 

Amoimt. 

Diite. 

PartiouUirs. :■§ Amonnti 

1928 

dan. To Goods. 
15 . 



1928. 



7F. 0 0. 


Dy Cush. 60 0 'o 

^ ■ : . . 
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In qfH'fcaiu cases it is common to find interest 
coluinns ecldod to this riding or to liave just a jonriMil 
type of ruling, tlius; — ■ 


EAMA 


Bate, j 

BarticT.i].ar.s. 

Folio. 

Amount. 

Dr. 1 

Amount. 

Oi’. 

Jan. 15 

j To Q'oods 


75 0 0 j 


„ 2!) 

1 By Cash, 



60 0 0 


Posting:— After the journal or the other suhsidiaiy 
hooks Eire written up, the next work is posting. It is 
th.e act of transferring the entries to the ledger from 
the journal and other subsidiary hooks. The amount 
is written in the sEinio side as shoAvn in the Dr. or Or. 
Oolnmn in the jonrnal o. g. the entry: — ' 

Jun. 1 Cash Dr. 1.00 0 0 

To Capital 100 0 0 

will he posted to the debit of the cash a/c as ‘To 
capital’ and in the cfipital a/c to the Or. side as ‘By 
^ cash’. To the entries in the credit side of the ledger 
fi/c ‘By’ is prefixed and ‘To’ in the debit side. The 
accounts will appear thus:: — 


Dr. CASH A/C. Or. 


Date. 

Particulars, 

1 

Ammint. 

Date. 

Particulars. 

£ 

1 Amount. 

Jan. 1 

- 

To capital, j 


lOO 0 C 


* 





( 2S 

CAPITAL A/C. 


J«n. 1. By Cnsl). 


In the cas.e of combined entries the word sundries 
will bo written instead of writing two or more aceomit 
lieads. 

Sundries 

Cash Dr. 95 0 0 

Discount Dr. 5 0 0 

To Rama 100 0 0 

In this case in Rama's account to the credit sido 
will be written B}’' Suiidrios, Its. 100 and not both the 
account heads: — • 

By cash 95 0 0 

By Discount 5 0 0 

At the time of posting the opening entries ‘'I'o 
balance’, or ‘By balance' i.s written according as the 
item is on the Dr. or Or. sido. For instance when tlie 
goods account will be opened it will appear as:—* 

Dr. gOQDS A/0. Or. 


To Balance 


I 


and not as ‘To sundries’ as would have been usually done. 

Folioing— Thepagos of account books are numbered 
and when an entry" is written from one book into 
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the other, I’or the sake of ready reference the folio^ 
nnmber of the hook from which the entry is written 
is also written in a column provided for -the same and 
in that book tlio page of the book from which the 
entry is written. This act is known as marking folio 
references. When entries are posted from a journal 
to a ledger the folio of the journal is written in the 
ledger and that of the latter in the former in the folio 
column against the particular entry. 

To facilitate posthig and to avoid mistakes of 
posting on Avrong sides it is better for a beginner to 
post the Dr. column first and then the Or. column. 
T Iris will be a good safe-guard for avoiding the debit 
side posting going on tiro credit side and vice versa. 

The exercise journalised in chapter I when posted 
in the lodger will bo as under: — 


Dr. CASH A/0. Or. 










( ) 



i , Dr. 


CAPITAL /lOCOUNT 

Or. 

r , ' L Jaii, 1 

By Cask 


8000 

Dr. 


COODS ACCOUNT 

Cr. 

’idi?;:;.' ■ " 

S. ! ■ Jim, 5 T 

Cask 

8000 Jail, 5 

By Cask 


1000 

■' ' » 15 , 

Sarju Pd. 

100 „ 11 

„ Sav,ia Pd. 


'800 

'1 « 19 , 

Cask 

2000 i, 25 

„ Slianilikti 
Natk 


1500 

, Dr. 


KAMA 


Or. 






Dr. , BANK ACCOUNT Cr. , 


Jan 17 

'J'o Caali 


2000 

Jan 23 

By Cash 


KlOO 

Dr. 

OAETAGE ACCOUNT 

Or. 

Jan 19 

To Cash 


100 





Dr. 

SHAMBI-IU NATH 


Cr. 

J.,.2r 

To Goods' 


1500 





Dr. 


KENT ACCOUNT 


Cr. 

Jan 31 To Cash 

, , 

100 





ItAvliilo. posting t,lui iiecouiits tho -wliolo page on 
which Uic account is wril.ten is tilled, tho totals are 
can'iorl to tlic next page on whieli that account is 
caiTied atid in the folio eolnmiis brought down is writ- 
ten to sho'w that it is carried over. Sometime, s brought 
forward is also used instead of carried forward. Oti 
the old ])age in tlie s;t,rne column agafust tho amount 
carried is writtou either curried down or carried 
forward meaning Inpnght down or brought forward. 
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^ Indexing: — To bo able to find out any account 
eaHily and qviickly an index is prepai’ed. 

Trial Balance (T. B.) 

It is a list of both tke debit and credit balances 
of the aooounts in tke ledger including tlio cask and 
bank balances. 

Under tke Double Entry system there i.s a debit 
for every credit and credit for every debit, so if the 
posting is cpiite correct tke debit and credit totals of 
the trial balance innst agree. The main object of this 
is to prove the acoiira.cy of tke i^osting and to prepare 
mjitei'ial for tke profit and loss account. 

There are four different ways of prepnilng a Trial 
Balance. 

1. A list of ledger accounts is prepared with tke 
Dr. and Or. totals written in two columns. 

2. It is just like tke first with the only differ once 
tliat the accounts having the same totals on oitlier 
sido arc ignored. In short closed accounts arc negloctod 
in this method. 

3. Only the halauoos of the Dr. and Or. sides are 
written against each account and not the totals 
as in the first case; 

4. A combination of both the motkods (1) & (3) 
i, 0 . tke totals as well as balances appear in this case. 




r ■ ( m y 

Second Method: (taking totals bat neglecting closed 

accounts.) . 


Account Heads, 

Dr. 

Rs, A. F„ 

Cl 
.Rs. . 

L 

■p. 

Cash a/c 

11,200 

. 

. 

8,025 



Capital a/c 




8,000 


.. 

Goods a/c 

5,100 



2,800 



Eama 

500 






Wages a/e- - - ; 

; 325 


.. 




Gulab Singhi 




1 ,000 


_ 

Bunk a/e 

i 

1 2,000 



1,000 


. 

Cartage a/c | 

100 






■SambhuNath I 

1,500 






Rent a/e j 

100 







20,825 

‘I' 

20,825 



JS. B. Sarjn Pershacl's aceoutit is ne^iectod as it 
is a closed account showing Rs. 300 both ou the debit 
and the credit side. ^ , 



TWrd Method (taking balances only.) 


Acconnt heads. 

Dr. 

Rs. A. 

P. 

Cr. 

Rs. A. 

P. 

Gash, a/c 

3,175 

- 


1 

1 

Ga])ita| a,/c 




'8,000 



■l,iooclsa/c 

2,300 


- 



1 

Rama, 

500 

- 




1 

Wages a/c 1 

325 

- 





lirulab Sing'll 




1,000 


1 

Bank a/c 

1,000 

- 





Cartage a/c , 

I'OO 






Sln'imbhu Nath 

1,500 

- 

- 




Rent a/o 

100 







9,000 


- 

9,000 


1 


Jii this only balances are taken and s« tlie total of i 

the Trial Balance is reduced, a 
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Fourlh Method (combination of the fi/st,and the 
thud method ) 


Account He.ada. 

Totals. 1 

' Balanees. 

Dr. 

Cr. 

Dr. 

Cr. 

(lash a/c . 

Rs. 

11,200* 

Hs. 

8,025 

Rs. 

3,175 

Rs,. 

Capital a/c 


8,000' 



Clooda a/c 

5,100 

2,800 

2,300 


Eania 

500 


500 


Sarju Parshad 

300 

300 



Wages a/c 

325 


325 


Gulabsingh 


1,000 


1,000 

Bank a/e 

2,000 

1,000 

1,000 


Cartage a/c 

100 


100 


Hhambhu Nath 

1,500 


1,50(!> 


Eeiit: 

too 


100 




. 21,125 

9,000 

9,000 


III the ilrst metjhod there is e. spe(3ial carl vantage 
all the items are posted fi’om the journal the total 
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'of the jonrnal miist tally with the total of the Trial 
Balance if it is correct. It will be seen that the total 
■of the journal is Es. 21.,125 and the sanleis the total of 
the Trial Balance bnt when other subsidiary books 
are introduced the total of all the subsidiary books 
and the journal if the ledger posting is correct wil 
tally with the Thial Balance total. 

The second method is not very good as neither 
the totals will tally with the totals of the journal nor 
much of the totalling- work will he reduced as tliej-e 
■are generally few 'dosed accounts. 

The third motho'd is .good in this respect that 
much of the totalling work is reduced and besides it 
-gives ready fignires for the prej)aration of the Profit 
and Loss account. This method is most common 
as it works very satisfactorily if the ledgers are self* 
balancing. 

The fourth method is a combination of the first 
and the third and so serves both the purposes of 
checking the totals as well as of giving I'oad.y figures 
-for the profit and loss accon-nt. 

A trial balance not a conclusive proof of accuracy:- 

I'lie Trial Balance as anile will not agree if there 
are mistakes hut even if it agrees it is not certain tliat 
there exist no mistakes. The following errors will not 
be revealed oven if the Trial Balince is correct;— 

(a) Mispcjsting— -If ^tead of debiting a 
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^jarticralar aeeoimt another aGcomit is ^.obitetl tile 
Trial Balance will he quite right, e. g. the entry 
Eama ' Dr, 10(i 

To Goods 100 

Slio (lid he posted to the' dehit of Ttaiua account 
but if instead of Eama’s account Krislina's account is 
debited the Trial Balance will agree inspito of this 
mistake, 

( b ) Omission of entries— If art entry is 
altofjether forgotten both the sides will show the same 
total. There will be a mistake in the T, B. only if it 
is posted to one side and not to the other side. 

( c ) Compensating errors-If there is a mistake 
of the same amotint on either side then this error will 
not disturb the Trial Balance e.cf. Suppose Goods a/e is 
to be debited with Rs.lOOO and instead, of this it is debi- 
ted for Rs. 100 i. e. tliere is a short debit of Es. 900 
and if a mistake for a similar amount occurs on the Or, 
side the Trial Balance will agree cpnte correctly but 
still the mistake will remain there. 

If however the fourth method of the T. B. is 
adopted it 'will guard against all tlie aboves mistakes 
except that of misposting, as the total of the T. B, 
will fail to agree with the totals of the various' hooks 
in case of compensatory enors and omissions of entries. 

A Trial Balance will however reveal the following 
types of errors.— 

(1) An item posted to a wrong side. 

(2) An item posted twice in the ledger, 
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C^)* Errors in additions or taking oxit balance, 
will be revealed unless of course covered by compen 
sating errors. . 

(4) An item left out in posting, 
rod as. oif 

It many a times happens that a Trial Balance 

Sstei:;:;::d:- 

W The totals of the T.B. should be re-checked 

and the difference between Dr. and Cr. total 
a.scertamed. 

(2) The totals of all the ledger aecoimts 
retaken and the balances written in the T.B. compared 
with those of the various accounts in the ledger. 

(3) It should be seen if aU the items in the 
journal and the other books have been duly posted 
or not. This should be seen by running through the 
folio columns of the various books. 

(5) If still there remains an error lot the posting 
bo called over again and cheeked with the ledger. 
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EXERCISE 11 


(I) Becoi-d in the joTimal and the ledger the 
following transactions of Johnson and take out a Trial 
Balance: — • 

A. Jones owed to him £ 41 3s; J- irridsou owed 
to him £ 37. 3s 4d; and he owed to E. Taylor, £ 28 
10s. He had goods of £ 120-0-0 and cash £ 172-17-6. 


The transactions for the month were as follows 


1925. 
Eeh. 1. 


£ 

25 2 


d. 


Sold A. Jones goods 
Paid E. Taylor 26-12 and he 
allowed discount 1-18 28 10 0 

„ 4. Received cash from J. Hudson 10 0 0 

„ 8. Purchased goods from E. Taylor 150 0 0 

„ 10. Received from A. Jones in full 

settlement 60 0 0 

„ „ Paid cash into Bank 15 0 0 

11. „ sundry expenses 4 17 6 

„ 16, Johnson withdrew from his 

business 100 0 0 

„ 28. Cash Sales during the month 

paid into Bank 150 0 0 

„ ■ „ IMd salaries by checpio 10 0 0 

J, „ Stock on hand 150 1 0 

(2) .Journalise the following items, post to the 
Ledger and prepare a Trial Balance:-— 

1921, ■ , Rs. As. P, 

Jan. 1. J. Jones started business with cash .500 0. . 0 

„ 2. Boxight goods for cash 328 6 0 
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Jan. 3. 
„ 5. 
„ 6 . 


„ 12 . 
„ 15. 
„ 20. 
„ 24. 
„ 31. 


Sold goods to T. Allenbiuy 10 0 0^ 

Sold goods for cash. 13 3 6 

Received from T. AUenbury ° 10 0 0 

Sold goods to T. Alleubury 3 5 0 

„ to T. AUenbury 8 15 0 

„ to A. Brown 87 6 8 

Received from T. Alleubury .S 5 0 

Bought goods from Morris & Co. 50 0 0 

Sold goods to T. Alleubury 4 0 0 

Paid Morris & Co. Cash 25 0 0 

Received cash from T. AUenbury 8 15 0 

„ from A. Brown 57 0 8 

Paid rent ' 10 0-0 

Stock on hand 227 12 0 


(3) Post the following- transactions in the ledger, 
and make u]) the T. B. 

W. Preston had the following assets and liabi- 
lities on ist March, 1925: Cash in Bank, 723 3s 3d; 
(xoods, £ 829 3s lid; due to H. Ordsall, £ ,175. Cash 
in hand, £ 285 5s 5d; Debtor, T. Newport, £ 120 7s. Od; 
Creditor J. Oastieton £ 39 16s. 2d. 



March. 21. Allowed by H. Ordsall .for 



damaged woods. 

3 7 

0 

„ 25. W., .Preston drew from Baidc 



for privato use 

10 0 

0 

„ 61. Eeceived Casli. for intore.st 

2 10 

0 

(footls on hand 

900 0 

0 


(4) On .January 2, 1922, Oliarlos Bains comninnced. 
linsinosK J»y payinfj liis capital of £ 900 into tlve Union 
Bank, Ltd. and £ 100 in offices. 

His transactions for the montli of .Tannary were 
as follows: — 

Jan. 0, .Piirclnrsed cotton goods from Patil Bnrford 
£ 84 10 and silk £ 210. 

4. Purc]ia.sod from .B. Burns, Velvet, £ 625 gross, 
less 10 per cent discount, 

5. Hold, to liioliard Loi(!o.stor and (Jo., silk, £62 
10s., and velvet £ 27.6 6s. 

6. Purchased postage stamps, 5s. 

7. Paid trade expenses, by cheque, .£ 8 6 2. 

9. Eeceived from R. Leicester and Oo., cheque 
for the amount of their aocoiurt less 5 percent 
disooniit. 

10. Paid salaries, by cheque, .£ 10. 

18. Pnrehasod, from E. Hampton, Tweed 
£ 65 8 0. 

21. Eetiirned Tweed, damaged, .£ 6 10., to It. 
Hampton. 

61. Paid Paid Bnrford £ 50 on account. 

Htock£ 1000 
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Open*fclie laecessary Ledger accounts and post the 
above transactions therein. Balance the accounts, ancf 
draw a Trial Balance. « 

(5) Messrs. Morris Co; commenced busines on 1st 
Jaiinary 1918 with the following assets and liabilities: — 


Cash *•' 6,200 

H. Gill •“ - 520 

Owing to Govind by way of loan 2,000 


nary 1. 
2 . 

8 . 

9. 


Bought goods for ca.sh 
Sold goods to Eama 
Sold goods for cash 
Received cash from Rama 


„ 10. Sold goods to Sita Ram 

„ 1.5. Received cash from Ram 

Sold goods to Parasadi Lai 
„ 19. Bought goods from Frost 

„ 20. H, Gill returned goods 

„ 26. Paid H. Forst to settle the account 

„ 31. Paid wages by cash 

Paid rent 


3,280 

loo 

480 

100 

50 

80 

870 

500 

52 

475 

160 

100 


Paid Govind interest, on loan for one 
month 10 

Stock 2315 


.lonrnalise the above items and post them iuvo the 
■ledger and pj'eparo a T. B. 
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, (6) 
them and 
1917. 

,) ournali.se the following trailsaetionsj 
prepare a Trial Balance of Thomson. 

post 

Jau. 1. 

(Jommeuced b .isiness with cash Rs. 

Bought office furniture of ,1. .Jone.s „ 

1,000 

100 

2. 

„ stationery and postage stamps „ 

5 

3. 

Boiight goods for „ 

400 

5. 

Sold goods for cash „ 

80 

8. 

Sold goods to P. Smith „ 

212 

9, 

„ „ to R. A-dams. „ 

105 

10. 

Paid J. Jones „ 

100 

14. 

Received from P. Smith „ 

125 

15. 

R. Adams paid cash on account „ 

75 

16. 

Bought goods li'om Li. Long „ 

250 

18. 

„ „ ,, A. Stevens „ 

73 

20. 

Sold goods to A. Short (cash) „ 

210 

25. 

Paid L. Long „ 

150 

31. 

Paid salaries „ 

25 


Drew for private use „ 

Stock „ 

50 

375 

( 7 ) Record in .loiimal, tiho transactions o£ Shanti 
Prasad, and prepare T, B. as on .3lst MarcJi, 1927. 

1927. Rs. 

Slarch 1 

Stock in hand 

900 


(dash at Oentral Bank of India, 

2,250 

„ 1 

Cash in hand 

(iOO 

3 

Sold goods to K. Kumar 

()30 

n 4 

K. Kfimar returned good.s 

30 

4 

-Bought goods of Das & Oo. 

150 

: „ » 

Bought goods for cash ^ 

90 
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March 10 Eeceived Cash from K. Knmar 570 

Allowed diseomit to E. Kumar 30 

„ 11 Paid into Bank 600 

„ 16 Paid trade expenses • 10 

„ 18 Paid cheque to Bas & Co. 140 

„ 25 Bought goods of Das & Co. 710 

„ 26 Returned goods to Das & Co. 150 

,, 26 Paid rates 40 

„ 28 Sold goods to Daxml Narain 96“0 

„ 29 Laxmi Narain returned goods 30 

„ 30 Paid wages (Trading) 90 

„ 30 Paid Trade Expenses 20 

„ 30 Withdrew for private use 220 

„ 30 Stock on liand 1050 


(8) On 1st. .January 1919 Mewa Ram had the 
following assets and liabilities: — Cash in hand Rs. 435. 
(xoods Rs. 6,885. Owing by S. Sims Rs. 1200 owing to 
A. Vei^e Rs. 900, Bank overdraft Rs. 2,250. During the 
month the following transactions took place. 


Rs. 

Jan. 2. Bought goods from T. Watts 180 

„ 3. Sold goods to A. Vere 600 

„ 4. Bought furniture from L. Lee 900 

,, 5. Bought goods for cheque 180- 

„ 0. Allowed to A. Vere for 

damaged goods 30 

„ 7. Sold goods for cash 75 

„ 8. Paid rent . 90 

Paid into bank * 150 


^ ( 40 

12. Drew for office from bank 

10. Bought goods from T. Watts 

Returned goods to T. Watts 
E-eceived from S. Sims in settlement 
Paid to A. Vere for all bis debts 
Paid household expenses 
Paid wages by cash 
Stock 


18, 


28 


22o 
1,095 
136 
1,170 
316 
160 
1000 
8175 

You are required to pa.ss entries for the,S6 transae- 
BTnee a Trial 

( 9 ) Show in the books of Lala Har Charan, who 
commenced Ins business on 1st January 1929, the 
entries necessary to record Uie following transactions:- 


Jan. 1 


Commenced bu.siness with a Capital of 
Paffi cash into Trader’s Bank 
Paid for Office Purniture 
Bought goods from Har Lai 
Drew from Bank 
SoM goods to Hanak Ghand 
Paid Fire Insurance for year (in ca,sb) 
Deposited in Bank 

Paid Har Lai 
Sold goods to Hardat Itai 
Purchased shop Premises Irom 
i'fool Ohand by drawing money from 
bank. 


Es. 

10,000 

6,500 

250 

' 2,000 
100 
800 
27/8 
1,000 
1,200 
675 


4,000 
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Jan. 14 Paid, for teleg-rams (cash) 

7/8 

„ 15 Jioiiglit goods from Jaggi Lai 

3,000^ 

„ 18 Sold goods to Hardat B,ai 

3,100 

„ 19 Drew from Bank 

150 

„ 20 Paid to Collector for taxes for year i 

(cash) 125 

„ 20 Paid to liar Lai by cheque 

800 

„ 20 Deceived from Hardat Eai and lodg 

ed it 

ill .Bardc 

2,400 

„ 01 Paid wages in cash 

42/8 

G oods on hand valued at 

1400 

(10) Bal commenced business on 1st 

January, 

1916. Show in his books the entries necessary to 
record the following transactions:— 

Es. 

Jan, 1. Capital at comrnencemeirt 

25,000 

Paid cash into Hatras Bank 

20,000 

„ 2. Paid for furniture (cash) 

1,500 

■Bought goods from Calcutta Stores 8,000 

„ 0. Sold goods to Earn for cash 

Purchased Shop premises from 

2,400 

Pramji & Co., (cheque) 

0,000 

4. .Pa, id Piro Insvirance for the _year (cash) 70 

^Deposited in Bank 

2,500 

Sold goods to Binda 

300 

„ 0. Paid for telegram 

2 

„ 8. l:’iud Calcutta Stores (cheque) 

4,000 

„ 10. Sold goods to Abdul Ghani 

3,000 

„ 11. Boviglit goods from Calcutta* shires 

4,000 

Drew cheque for cash 

000 


. 12. 

Bought goods from John & Co. 

850 

13. 

Paid Calcutta Stores (cheque) 

6,000 

19. 

Received from Abdul Ghani and 



deposited in Bank 

2,500 

20. 

Paid .John and Co. 

850 

21. 

Received from Binda 

300 

24. 

Paid taxes for the year (ca.sl)) 

120 

26, 

Sold goods to Binda 

1,000 

29. 

Sold goods to Manik Chand 

3,000 

31. 

Paid wages (cash) 

.300 


Deposited in Bank 

2,500 

On. taking stock on .January 31 goods 

on hand 


■were valued at Rs. 5,800. 

Post the Lodger and prepare a Trial Balance as at 
.fanuary 31, 1916. 


CHAPTER HI 

From Trial Balance to Balance .Sheet. 

The next step after the Trial Balance is to prepare 
a Profit and Loss account and a Balance Sheet. 
The former is prepared in two parts ws; the Goods 
or the Trading account and the P. & L. account proper. 
The latter wifi, show the net profit while the former 
will .show the gross profit. The Balance Sheet when 
prepared will show the true financial position of a 
conceim. 

In the Trial Balance there is a hst of the Tarions 
ledger accounts which can he grouped in two main 
divisions personal accounts and impersonal accounts. 

Personal Accounts. — These are the accounts 
relating to persons such as Bama, Bobert. They are 
sometimes subdivided as debtors and creditors accord- 
ing as the debit or credit side is greater or leas. 

Impersonal Accounts.-— These are the accounts 
which relate to things and not to persons, such as 
Wages account, Goods account Machinery accoimt. 
They are further subdivided into two classes; (1) Beal 
or Property accounts i. e., those forming the various 
assets of the firm such as Cash, Plant, Building and 
(2) Nominal or Fictitious accounts i. e. those that 
represojit gains or losses, such as discount, rent, salaries. 

It must however be not^d that Capital and 
Drawings accounts though' tliey ■pnma facie appear 


Jo })e Imiiersonal accoimts are personal accounts as 
they are in reality the accounts relating to the pro- 
prietor. Similarly accounts relating to payments out- 
standing at the time of closing the accounts such as 
Wages outstanding, Rent outstanding, aro personal 
accounts and not impersonal accounts though, they 
look to he so. The reason i.s that they show the 
accounts of persons to whom the amounts are to be 
])aid. 

The above are the instances of some of the perso- 
nal accounts which appear as impersonal accounts. 
Some accounts like Q-oods, Purchases and Sales are 
both real and nominal accounts; they are leal as they 
relate to goods and nominal in so far as they relate 
to gains and losses. 

This division and sub-divison of accounts will he 
clear from tlie following table: — 

Ledger Account*. 


Personal Imper.so)ial 

(relating to ])ersons e, g. (relating to things.) 
Ram, Tom, Capital I W" 

Account.) I 


(.Heal or Property) Nominal 

(relating to various assets (relating to gains and 
sncli as Cash, Buildings) losses such as .Rent, ivages). 
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Trading Account. 


It is an account prepared to ascertain tint'* 
gross profit earned by trading. On the debit side 
of til is account appear the balance of goods at tlie 
•start, tlio ])urohases made less goods returned, wages, 
carriage etc. and it is credited witb tlie .sales le.s'.s 
returns and the stock of goods on hand e, ff. 

Dr. TRADING ACCOUNT. Or. 

To Stock of goods! 

(at tlie commen- 
cement). 

„ Purchases. 

Less Ee turns. 

„ Wages. 

j „ Carriage. 

It should however be noted that an item ‘Wages 
and salaries' should be taken to the Trading Account 
while the one styled ‘ Salaries and wages ’ should be 
cliarged to the Pi'ofit and Loss Account. 

If the debit .side is in excess of the credit it 
shows that there is loss, if otherwise it is profit. 

Functions of a Trading Account are cliiefly three 
in number: — 

1. It will show the gross result of trading during 
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2. If we collect the results of the trading accomifcs 
^f other periods it will enable us to compare the results 
and to see if wo are making progress or not. 

3. We can also ascertain the ratio of gross profit 
to turnover (i. e. total sales) during a given period and 
it will help us to see whether it is increasing or decrea- 
sing, This percentage is ascertained as under: — 

Grros.s Profit X 100. 

Turnover 

Closing Stock. — ^In business this is got by 
actually counting the same and then pricing it. The 
price at which goods are valued is usually the cost 
price hut when the mai’ket price is lower than the cost 
price tliey are valued according to the market price 
The figure of the closing stock is usually given 
separately in the exercise. 

Presuming the closing stock for the Trial Balance in 
the chapter II to be Rs. 3,200 wo shall have our Trading 
account as under: — 


Trading Account. 
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A ClojDds accoTint is opened generally in tlie elemen- 
tary book-keeping, but in actual business a Trading 
account is prepared and not the Groods account. The 
Trading account gives better information and is really 
an elaborate form of the goods account. The journal 
entry for the closing stock will be : — 

Closing Stock Account ••• Dr. 3,200 
To Goods Account 3,200. 

After the Trading' account is completed the balance 
of the same representing either gross profit or loss is 
carried to P. & L. Account. In case of gi'oss profit the 
enti-y 'will be;— 

Trading Account ••• Dr. f:75. 

To P. & L. Acoonnt 475, 

But if there be gross loss tlie entry will be exactly 
the reverse. 

P. & L. Account ••• Dr. 

To Trading Account. 

Profit and Loss Account. 

It is an account in wliich are collected all the 
gains and losses and also the balance of ' the trading 
account in order to ascertain the irrofit or the loss of 
the business during a particular period. 

The principles on which the P. & L. account is 
divided into two parts are that all jjianufacturing as 
well purchasing expenses such as manufacturing wages, 
cartage and carriage inwardsj coal coke and fuel, etc. 


' < 

aro debited to the Trading account, and all the selling 
and distributive expenses, as well as establishment 
charges such as salaries, office expenses, rent, advertising 
etc. L-e charged to the P. & L. account by tbe Eollow- 
i i : iiig entries: — 

In tlje case of items of losses, say for instance lienfc 
in ' 1 account tbe entry will be: — 

i i : r P. & L. Account Dr. 

To Pent. 

In this way the debit balances will be trans- 
r f erred to P. & L. Account and the credit balances 

showing gains such as commission (earned) will be 
carried to P. & L. account as under. 

ii I Commission account Dr. 

IMi r To P. & L, Account. 


Taking the above points into consideration, we 
will have a P. & L. account of the same exercise as 
under: — 

Profit & Los* Account. 




Ps. 


Ps. 

To Pent account 

100 

By gross profit 
( brought for- 




ward from the 


( transferred to ' 
Capital account.) 

375 

Trading Account, 

1 

47.1 

' ' 1 

1 


j: 475 
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As already explained the excess of the credit sidi^ 
shows profit and that of the debit shows loss, and the 
same is transferred to the drawings ‘’account and if 
this account does not exist to the capital accoxmt as 
under : — 

In case of profit: — 

P. & L. Aecoiint Dr. 375 

To Capital A/c 375 

In case of loss: — 

Capital Account Dr. 

To P. &L. A/c 

The varioiis ledger accounts when completed at 
the end of the period will appear as under : — 


CASH ACCOUNT. 


Jan. 1 

To Capital 


8,000 

Jan.5 

By Goods 


3,000 

8 

„ Goods 


1,000 

9 

,i Eama 


500 

1.7 

„ G. Singh 


1,000 

13 

„ Wages 


25 

23 

„ Bank 


200 

17 

„ Bank 


2.000 

27 

„ Sarju Pd 


1,000 

19 

„ Goods 


2,000 





19 

„ Cartage 


100 





' 

„ Rent 


100 





’ 

„ Wages 


3(10 





J 

,, Dalance 

c/d 

3.17S 

Feb. 

: 1 

To balance 

B/A 1 

11,20C 
3 ,175 

■■ 1 



11,200 
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CAPITAL ACCOUNT 
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P. & L. ACCOUNT 



It will be seen from tlie above that the balance 
of the goods account is transferred to the Trading 
account, but in actual practice the Trading account 
contains all the items o£ the gootls account in detail as 
is already explained. 

There is also another practice prevailing and that 
is to open separate accounts of which the above goods 
account is ■ built up. e. g. Opening Stock Account, 
Eeturns Inwards account, Sales Accoimt, Returns 
Outwards Account, Closing Stock Account, etc. and then 
to transfer all those accounts to a Trading account. 
The ultimate result however in each case ts tlie same. 

In this case there Avill not be only one Coods account 
but separate accounts such as Stock account, Purchases 
aceouTit, Sales account etc. : According to tliis method 
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tbo goods account of the above exercise will be subs- 
tituted by the following accounts:— 

, PUECHASES ACCOUNT' 




N, B. When any account is to be balanced and it 
is not transfen-ed to any other account it is nec^essary 
to close the account by carrying! forward its ])alance 
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( either fir. or Or.) as sliown in the above ledger accoii),ite 
siioh a.s Gash, Rama and others. These are the balances 
(hat will appe.'ir in the opening entrie.9 of the next _year 
and also in tlie lialance Sheet. 

Balance Sheet. 

The last thing is to prepare a Jia lance Sheet,, 
which i.s ii, .statement showing the difi’erent a.sset.s 
(i. e. property of any description) and liabilities {i. 
debts to the firm) and also the capital account at the 
end. of a particular period. It is prepared by closing 
all the personal and real accounts and collecting all 
the balances together. - • 

'I'he Balance Sheet of the i)revions Trial Balance 
will be a.s under:— 


Balance Sheet of Mr. Beni Pd. as on 
31st January, 1928. 


Linhilitm. 


Asstts. 


Capital 

8,375 

Cash 

.3,175 

(3-ulah Singh 

1,000 

Bank 

1,000 



Sambhn Natli 

1 ,500 



Ram 

500 



Stock oh hand 

1 .3,200 


9,375 


; 9,375 


— — 




Its utility— From the above Balaiieo Shoej,. 
known as to hoAV useful a document it is a„s i(. throw ^ 
ht on several important points rulatnig to tlic 


(a) In tlie first place it will tell ns if the (inn 
is solvent or otherwise. IE the assets are less than 
liabilities there will be a debit cajiital balance and 
it will lie clear that it is not solvent, if otherwise it 
is solvent. 

fb) It will give information as regards the assets 
and liabilities, their nature and extent. 

fc) Lastly we can know numb a.s regards the 
stability of til B firm. If the liquid assets .sueli as easli 
and bunk balanees, debtors etc. exceed flic amount ol 
liabilities to be paid then the position of 1 ho firm is 
quite sound, or else the firm is overtrading and i.s likely 
to be bankrupt on account of its going out of its 
■financial limits. 

Its form and order; — ft will be seen that the form 
of the Balance Sheet is different from that ofdhe ledger 
accounts. In the first plaee the words ‘iro and By 
are absent. Secondly the words Dr. and Or. are 
omitted. Thirdly the sides are changed. The side 
on Avhich debit items are to ho written, is used for 
credit items. The A.mericans and some ^ vSeoteh 
acconntaiits write this differently i. e. they wi'ite assets 
on the left liand §ide and. the liabilities on the right. 
This is just the oppo.'jite to what is done in the 
Fnglish method. 


( ea ) 

'rhf'i’e are two metlioda of arratiiriii”' the items ijn 

each side. 

f i) The first jnetkod is based oil the idea that 
it is by the eoiiversion of assets into casli that, rho 
liabilities will be paid up and so they are arranged 
according to their convertibility such as cash. Inink, 
hills re( 3 eivable, debtors, buildings, etc. and similarly 
the liabilities are also written in theorderin wiiich thoy 
are y)ayablc siicb as bills payable, loans, creditors, etr;. 

(2) The se(3ond method is of stating the assets 
in the order of their permanence such as fixed assets, 
floating a, ssets, etc. vUl the. assets in a balance shoot 
can be cia.ssifiod as under: — 

Fixed assets are those which are acquired fur the 
purj)ose of earning income such as Building, Machinery, 
(roodwill, Horses and Carts, etc. The.se assets consti- 
tute a Fi.xed Capital. Their valuation for Balanc.e 
8hcet is based upon their utility'' to the businc.ss as a 
going concern. 

Floating or circulating assets are those that are 
acquired for the ])nrpose of resalO; or eonvensioii into 
money at a later date, such; as Stock in trade, Debtors, 
Bills Eecoiveable etc. This t3onstitutes t.he bfioahiig or 
Circulating Ca]3ital. For the sake of Balance Sheet 
they are valued at the cost or market price whichever 
is lower. ^ 

It shovdd be dearly boriie in mind tliat this dis- 
tinction will depend upon the' <Jireum.sta:.ices. In the 
case of a mill, machinery will be considered as a fixed 
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asset whiGli in the case of a dealer in machiiiery will 
be a floating or circulating asset because it is tfie thing 
in which lie deals. 

Wasting assets are of fixed nature that decrease 
in value either tlirongh. wear and tear .siioh as Plant 
and .\[aehinary or through lapse of time stush as lease. 

Fictitious assets are those items on the asset side 
of a Balance Sheet which do not represent any tangi- 
ble posses,'iion or property and from which nothing can 
be realised e. (/. debit balance of P. and L. account, 
insurance prepaid, preliminary expenses, etc. 

. Liquid assets are those that can be readily turned 
into money such as securities, investments, bills, etc. 

Goodwill — in the above classification of assets this 
word requires a little explanation. It is a fixed intan- 
gible asset the existence of which is due to gooti 
connecbion.s, or to the reputation which a business has 
acq'uired, or to the suitable position of a business 
house. If a certain firm earns reputation for some 
I'oasoii or the other, at the time of selling the business 
it will not dispose off its property for the market price 
only but will in addition charge something extra for 
■ name or reputation. This extra price i.s designated a.s 
“Cloodwill.^’ The purchaser will pay more because lie 
has reason to expect that in spite of the change of the 
proprietors the old customers will continue to patronize 
the firm. It is for this I'oason that this extra pj’ice 
paid, is treated as a Fixed Asset and is shown in the 
ilahuice Sheet, more so as it is expected that not only 
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there will be an additional profit to the business on 
accoimt of the purchase of goodwill but when the, 
concern will be sold the Goodwill will fetch even more 
pi-ice than was paid for it. 

Difference between a Trial Balance and a Balance 
Sheet. — The former contains simply the list of all ledger 
balances and thus includes both the gains and losses 
as well as assets and liabilities, while a Balance Sheet 
includes only assets and liabilities. Secondly a Trial 
Balance is prepared before the Profit and Loss account 
while a Balance Sheet is prepared afterward.s. 
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EXERCISE III. 

(1) From the following pai'ticiilars draw np the 
Trading Account, Profit and Loss Account and Balance 
Sheet as on 3142-1927. 

£ s. d. 


Cash 

1,075 19 1 

Stock of Goods on January 1, 1927. 

5,342 7 6 

Capital 

6,762 3 4 

Purchases 

6,425 6 1 

Freight on same 

124 7 4 

Sales 

10,140 5 2 

Rent and Rates 

802 11 9 

Insurance 

110 0 0 

Commission on Sales 

628 2 5 

Lighting and Water 

506 5 9 

Wages and Salaries 

750 4 2 

General Expenses 

1,137 4 5 

Stock (closing) 

4,723 8 9 

(2) The following is a Trial Balance of Mi'. Durga 
Das on 31st December 1919, 

Stock, 1st January 1919 

20,000 

Sundi'y Debtors 

20,000 

Plant and Machinex'y 

10,000 

Wages (Trading) 

3,000 

Salaries 

2,000 

Capital 

50,000 

Land and Building 

30,000 

Creditors , 

10,000 

Travelling Expenses 

2,000 
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Purchases ^ 

1,00,000 

Sales 

1,40,000^ 

Cash 

11,000 


2,00,000 2,00,000 

Stock on 31st December, 1919 amounts to Es.2r),000. 
Prepare Trading, P. & L. account and B/S. 

(3) The following is 

the Trial Balance of hir. 

Trikamdas as on 31st 

December, 1919, Prepare 

Trading and Profit and Loss accounts and B/S. 


Es. Es. 

Stock in hand 

12,600 

Purchases 

75,000 

Sales 

112500 

Sundry Debtors 

27000 

Sundry Creditors 

18000 

Sales Eeturns 

7200 

Purchase Eeturns 

6300 

Wages and Salaries 

4800 

Eent, Rates and Taxes 

3600 

Sundry Charges 

1500 

Fixture and Furniture 

5000 

Cash 

33300 

Capital 

33200 

170000 170000 



Stock in Land Es. 22,500 


^ ( 68 ) 

(■1) From the following Trial Balancra i^repare 
■ I'n^diug Profit and Loss account and Balance Sheet 
of Mr. Ohafcei-.sen as ■<« 

Cash " Es, 

Bank 


n 31-12-1926. 
750 
840 
120 
3,728 
5,392 
312 
527 
1,292 
307 
87 
59 
1,209 
4,792 
9,487 


Capital E,s. 
Loan 
Creditors 
Sale.s 


13,082 

5,000 

1,327 

9,493 


Trade charges 

Stock 

Purchases 

Returns (Inward) 

Wages (Productiwe) 

Debtors 

Bad debts 

Insurance charge 

Discount 

Furniture 

Buildings 

Machinery 


2^)2 28,902 

Stock in hand Es. 4377 

(5) From the following Trial Balance make out 
a Balance Sheet and Profit and Lns.s account for the 
year 1927:-- 

Trial Balance on i;he 31,st Doceiahor 1927. 


Es. 


Cr. 

2,250 

tkish 

Es. 

7,800 

Bank 



Capital 

50,000 


Dr. 
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Or. 

Ra. 


Rs.’ 


-Loan 

35.000 

1,200 

Intere.sb 


20,000 

Machinery 


8,700 

Salarie.s 


850 

Postage and Telegrams 



Goods Aceount 

9,000 


Discount 

800 


Commission 

2,500 

40,000 

House Property 



Rent 

2,500 

600 

Taxes 



W. Jones 

15,000 

11,000 

W. Gi'ahaui 


1,000 

Depreciafion 


23,900 

Cowper 


1,14,800 


1,14,800 


Value 'of goods on liaiid Es, 25,000, 

(()) Eroiu 11)0 following balances of Mr. Simpson 
as ak iilst Dficetnber, 1922, Prepare Trading Aceount, 
Profit and Loss Account and Balance rilieet; — 


id A 


Capital 

9,000 

Discounts received 

235 

Creditors 

1,720 

Discoiints allowed 

129 

Sale.s 

12,360 

Fuel aiid„l jigli ting 

67 

Purchase.^ 

7,650 

Repairs 

83 

Stock, 1st Jai: 

i. 1922 5,800 

Machinery 

250 
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Dobfcore 

4,500 

Incidental Expdr= 

;es 211 

Wages 

360 

Bank 

2,050 

8alnriea 

210 

Land and Building 1,960 

Edit .'uul Kates 

55 

Closing- Stock 

4,750 

(7) From the 

following' Trial Balance 

ju’opare 

Trading and P. and L. accounts and Balance Sheet as 

on :-51-12-1927. 





& 


£ 

Cash at Bank 

3,000 

Sundry Creditors 

89,850 

Petty cash in hand 

15 

Sales 

26,185 

Sundry debtors 

36,823 

Stock on hand 

13,705 

Braidings 

20,000 

Purchases 

42000 

Machinery 

15,000 

Wages 

7,020 

Discounts allowed 

1,950 

Carriage outward 1,950 

Discounts allowed 


Bad debts written off 500 

to customers 

4,690 

Repairs 

420 

Eeturns 

1 ,G50 

Trade ami General 

Rent and taxes 

500 

expenses 

2,510 

Advertising 

2,300 

Interest on loans 

600 

Travellers’ Salary 

2,150 

Capital Account 

36,850 

Goods on hand & 17,500. 


(8) From the 

following Trial Balance 

prepare 

Trading account, 

P. and 

L. account and 

Balance 

Sheet as on 31-12-1925, 




Es. 


Es. 

: Gash 

750 

Purchase 

15720 

■Stock 

7500 

Sales 

21924 

Interest 

r 601 

Carriage 

1250 

Salaries 

1508 

Wages 

2490 
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Rs- Rs. 


Coal coke etc. 

905 

Discount (cr.) 

7Q 

Returns Inwards 

409 

Taxes 

433 

„ Outwards 

525 

Wages (office) 

123 

Debtors 

4900 

Creditors 

2208 

Capital 

14000 

Drawings 

526 

Rent 

348 

Insurance 

1200 

Bad debts 

72 

Discoimt 

82 


Stock oil hand Rs. 2428. 


(9) Prepare Trading and Profit and Loss Account 
for the year ended 3Jst March, 1922 and Balance Sheet 
as at that date from the following partioulars:- 



Rs. 


Rs. 

Horses and carbs 

1,438 

Ti ade Debtors 

1,570 

Capital 

25,000 

„ Creditor's 

790 

Loan 

2,000 

Office Expenses 

2,321 

Cash, at Bank 

9,350 

Rent 

275 

Office furniture 

700 

Discount (Cr.) 

770 

Commission (earned) 

35 

Premise.s 

5,340 

Salaries 

400 

Plant' and Machinery 

Bank charges 

75 


13,330 

Stock-lst April 1921 

3,275 

Purchases 

12,894 

Sales 

22,373 

Stock on hand 

2,975 


(10) Draw up (from the following Trial Balance) 
the Trading and Profit and Loss accounts and Balance 
Sheet of Samuel Taylor. The stock on December 
31, 1919 was £ 786-14s.-6d. 

£ s. d. £ s. d. 

4,074 10 0 

C415 3 9 
200 0 0 


Capital Account 
Stock, January 1, 1919 
Salaries 
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W ages 
;^^arciiases 
Tnule Kx])euse.s 
AdviifLisitig' 

(,’ H.li odes, Loan 
I3a<1 Del)is 

.Bent, Eato and lusnvauee 

Postage 

Gas and Water 

Sales 

Eeturns 

Fixtures and Pitting's 
Pent Eeeeived 
Rap airs 

Sundry Debtors 
Sundry Creditors 
Cash in hand 
Rank Balance 
Interest on Loan 
Bank Interest 


715 4 10 
2,974 6 8 
179 4 2 
12014 0 

36 18 6 
135 9 6 
65 3 6 
44 14 9 

124 8 6 
1,122 10 C 

35 6 3 
’ 3,499 13 8 

4 9 4 
118 6 11 
62 10 0 


10,124 3 4 10,124 3 4 


INt B.-ln addition to tlie above exercises, Trading' and P. &> L, 
accounts iuid Balance sheets should he prepared o£ 
examples at the end of Chapter 11. 


CHAPTER IV. 


Bank Transactions and Cash Book 

BiuikH ])liiy KiK'li f\Ti iiripo;i’t.ai.it part in ilio? Vmsiiip.ss 
life ol; today that rarely a mercliaut can be I'onnd wlio 
(loe.s not keep an aecoiiTit in the .same. It i.s ['or tlii.s 
reason that a wnrkiiiy knowledo-e of bankiiifi' tran.sne- 
fjons is aiisolutcly essential for a bn,sine.ss man. 

Bank -In the words of Pi'ol'. Kiuley Mt may ho 
deseribral in g’nnoral ti'rms as -an ostablishmoiiL whiel,i 
makes to imlividitals .sneli aclvatmes of money or other 
means of payment as may ])o ro(juirod and safely made 
andtowhinli individuals entrii.st money or the moans 
of payment wiicm not rc(piirod by them for use’. 

Money is entrusted to the banks for various rea- 
sons. Peo])]{' not only have their money kept safe but 
gel in addition some intorest on deposits. They can 
also make their ])a 3 anents tb rough banks by means of 
elie(juo,s wbitil) aro orders to tho bank to pay money. 
They can overdraw in case of need if their financial 
standing is good. Banks collect due.s of their custo- 
mers and gi ve references for them also. 

Money can bo deposited with a liank for a fixed 
period and snch deposit, is called fixed deposit, and 
the period for which, it is kept is., generally B, (i, li, 12, 
or 24 months. The second method is to keo]) money 


on saving bank system. In tkis. system deposit is kept 
.witlr a bank on certain conditions, the inipf)rtant 
ones of wJiicli are that there is some maximum limit 
for keeping tlie funds, money oan Im drawn gonorally 
once a week on tlie production ol' the pas.s boolr and a 
withdrawal form and some maxiinnm amovmt is laid 
down beyond wJiich wo are not alloAVod to withdraw 
at a time. The third method is to liave a current or 
Drawing accormt. T’his method is the only one that 
is adopted by the merchants. In this method money 
can be kept and withdrawn as many times as one likes 
Gveu on every hanking day and there is no necessity 
of taking the pass hook with the chocpio. A, cheque 
can bo given to any person and ho may take payment 
or can pass it 07i to another i)arty in satisfaction of his 
own debt to that person. TJiis is very advantageous 
as a transaction can be inmio oven on banking holidays 
and with one chetpio debts of many persons can be 
satisfied and no actual passing of money is necessary. 
It is however the practice with all the banks to fix a 
minimum balance which, every depositor has to main- 
tain. Soino banks do give some interest on cruxent 
accounts while others do not. 

At the time of opening a new accoujit tlie depo- 
.si tor is given three hooks (1) a che(pio book (2) a pass 
book, and (3) a paying-in-slip book. 

A Cheque Book:— ft is a book containing a number 
of cheques i. e. orders on tlio bank. Legally a eliO([ne 
is an mieouditmnal oi'der on a banker .signed liy the 
drawer ordering payipont on demand of a specified 
arnoniit, to a .specified person or order, or to the hearer. 


In India a cheque does not require a stamp, luit in England it docs req un 
stamp of 2d. Its usual form is like tlie foUowing: — 

( Counterfoil ) ( Cheque. ) 



being sent to tlie party. This eounterfoil series a useful pui-pose of reference. 
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The cheque form contains a very elaboiaterprintino- on 
-a special pajjer, all tin’s with a view to keep Jio looi)hiile 
lor I'rand or ioi-gery. Besides every eraser or correction 
nmst, lie initiaUed nnd the signature ol: tire drawer nnisr. 
agree with the specimen lodged with the Irank. 

The person who draws a cheijiie is called a drainer 
and tho hank on which it is drawn is known as the 
Drawee and the ]nn’son in whose favour it is drawn is 
called the l\ujee. 

Iti depends upon Messrs. Kemp & Co. .Ltd., now 
ruther to get i)ayment of this cheque or to give it to 
■sonic other pai'ty for debts. 

A cheque Ls of two types hearer and order. T'lie 
above is the form of a hearer clieque hecausri it is 
written ‘Pay iMessrs Kcm]! and Co. Ltd. or hearer,' but 
if it is written order in place ol! beaj'cr it will he iui 
Older ohn(jiie. A bearer elioqm' can ho transferred by 
simple delivery hut an order one needs in addition to 
delivery ‘ondorscmeiic’ which is rhnie hy tlic lKddej'’s 
signing- his name generally on the back of the bill 
for the purpose of neg-otiation. 

Pass Book --It is a book in which all tho Lj-airsacliojis 
of a party with the liank are recorded and it is to be 
chocked now and thep. with, the cash hook or witli the 
hank acGoimt in the ledger to avoid niistako.s. 


Its f^rra is as under: — 

Messrs. A & Co. Ltd. 

in. ((ccoiinf ciirmit with The Baiih of Jmlln LiiJ. 


Date 1 

PartiiMiliii-s. 1 

Drawn ontj 

Paid in 

Balance 

^tarr 

11)28 

.Marcli 1 

IJ\ 0. ! 

i 

2000 0 0 

2000 0 0 

C. P. 

20 

To Kruip & 
Co. cheiinu 
no. 5734.' 

1000 0 0 


1000 0 0 

C. P. 

-- 

1 clie<|i:in & 


1 3272 10 0 

4272 1(1 0 

C. P. 


To A lit. Co. 

5737. 

5(10 0 0 

i 

! 1 

3772 10 fl 

r p. 


Paying-in-slip-book: — It is a liook containing slips 
used for writing the ninount and its details " when 
sending it to the bank for (n'editing it to tlio depositor’s 

The Rank of liniiiiLtil. ; The Bank of India Ltd.. 


Bonihiiy, 27/ii/’28 ; Boinliay, 27tlv March. ’28 



ion 0 0 


Notes I 

1(10 0 0 

1 ];‘aid into (she 

Silver 

101 0 0 


Silver ] 

101 0 0 , 

creilifc of Messrs 

Cheques 

208 7 0 

i 

i 

Cheques 

1 ■ 208 7 0 j 

R & Co. Ltd, 

Its. 

'"5O0'~tPT 

1 ■ 

1 

Rs. 

1 5l!0 0 0 

1 fclie stun of Rs. 

' f, (,11 





rive hundred 




, 

only. 



Led-e 

r’ Cashier... 

by Ainir Chami 



The pass hook can also be compared , with the 
Paying- in-slip book for all credits and with, the cheque 
book to see the debits. 

Entries in the books 

Pci)/inent by cheques 

Whenever wo pay anybody by moans of a cheque, 
wo shall give the ]>arty a chorpie and he will get the 
money for the same from our bank and not from our 
office. Therefore when wo pay Anaiid S-warup Es. 100 
by cheque we will journalize thi.s as: — 

Anand >Swarnp Pr. Es. 100 

To Bank Es, 100. 

In this cftso the bank accouint is crodibod as tlie 
payment is to bo made by tho bank and .so if tho cash 
account is credited it will be ii>correct, because our cash, 
account will not be affected in the least bat tho bank 
balance will be reduced by Es. 100. 

When however we want to bring' cash im the ofB.ee 
from our bank the entry will be:- 

Casli Dr. 

To Bank 

Tliis will increase the cash balance in the office 
and reduce tliat of the bank by tlie same amount, 

If tlie money drawn by a cheque is rerpiired for 
private uso of the owner and not for the business he 
will journalize t]iis as follows:.— 

Drawing a/c Dr.. 

To Bank 
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‘Drew for^self’ means drawn for private use. 

Receipt of cheque ^?.: — 

When we r-eceive a elieque in 'payment, easli 
account is to be debited and the party’s account is to 
be credited, but it is the practice with some, to send 
such cli eques directly to the bank and to debit Bank 
account because no cheque is cashed directly but 
through, the bank. There ai-e some who give clieques 
received to other persons in satisfaction of their debts 
then the account of the person to whom the cheque is 
given is debited and that of the person who gives is 
credited. This practice is not much sound and is 
rather risky. 

The following examples will make all the methods 
quite clear. A cheque of Es. 250 was received from 
Benson. 

(/) Whore cheques are treated as cash. 

Cash Dr. Fis. 250 

To Benson Es. 250 

(ft) Where cheques are treated through the bank. 

Bank Dr. ,Es. 250 

To Benson Es. 250 

(in) Wliere tlie clieques received are passed to 
creditors. 

Suppose that it is given to Ohandrasen then : — 
Ohandrason Dr. Es. 250 


To Benson 


Es. 250. 
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Whoii t.lie Biuik allows some interest oiv deposits 
t>m following entry will be made for crerhimg that 
interest. 

Bank De- 

To liiU'ro.st a/c. 

Tint wlmn tlic bank cliarges iis for iiostage or lor 
rollerting onr clues or .some simb work then 
Bank charges a/c l>r. 

To Bank 

is the entry to bo passed. B ; lb.e^ bank charge.s 
int;ere.st for overdraft allowed to ns (i. p. lor taking 
more money from the bank than i-s due to ii") ticn 

the entry For the interest, is 
Interest a/c Dr. 

To Bank. 

If the hnsiness transaol.ions of a niorchant riro 
analysed it will be found that, thc'v can he groiipc'd as 
under: — 

(/) Ilelating to cash or bank 

Ur) J.ifdating to purchase and sale of good.' 

iHl\ Eelatiiig to bills 

\iv) Miscellaneous transactions, 

TTp to this time wo had passed all onr oiitncM 
fchrongh the jonmal and there was no other hook of 
entry. As already explained the continental system, 
insists on keeping journal, but not the .Bnglish system. 
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For til e sake of simplicity, convenience and saving of 
time, it lias boon IVmiu.l. necessary to make use of the- 
foilowitig siibsiiliary books: — 

(1) Cash Book foi- oaslt or bank transactions. 

('it Piin;[i.asc.s, Sales and Returns Books for credit 
]nirc]iases, sales and returns. 

(;}) Bill Books for bill transactions. 

Cash Book 

As the very name shows a cask book contains only 
cash transactions, it is divided into t\yo parts cash an< I 
contra, the latter meaning opposite or against. In the 
debit or cash side are written all receipts and on the 
otlier all iiayments. On the debit side the first item 
is ‘To balance’ and shows the balance brought down 
from the last iieriod. On the Or. side the last item is 
‘By balance’ and shows the amount of cash on hand 
at the time of closing and it will form the opening 
balance of the next period. 

Example. 

1 » 27 . 

Bee. 1 Balance on hand 
Balance in bank 
„ 1 Paid to petty cashier 


Rs. 850 10 0 
4:00 0 0 
100 0 0 
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Dc('. 2 Rama & Co. paid us Es. 

„ 4 Paid trade e.^pensos 

,, 5 Paiddiito bank 

„ 7 Received a cheque troin S. & Co. 

„ 9 Drew from Bank 

„ 10 Trivedi paid in settlement of 

our accomt of Es. 200/- 
Dec. 11 Received a cheque from Tribeni- 
sahai and paid the same into bank 
„ „ Allowed him discount 

15 Paid C opal and Co. by cheque 
„ 18 Paid wages 

„ 22 Paid Jamshetji (he allowed us 

discount E.s. 4/6) 

„ 24 Received a cheque from Yadav 

and Bros. 

„ „ Discount allowed to them 

„ 25 Drew cheque for office use 

„ 27 Received from Jainti Pd. 

„ 28 Paid into bank 

31 Cash sales dm-ing the month 
„ Paid into bank 

„ Paid ssilary 

„ Paid stationery bill 


300 

190 


423 

6 

200 

522 

815 

4327 

4500 

897 


0 0 
7 0 
0 0 
15 6 
0 0 
0 0 


12 9 
4 0 
0 0 
12 9 

10 0 

11 6 
4 6 
0 0 
8 0 
0 0 
12 9 
0 0 
8 6 
7 9 




-All fiash receipts appeavinff on t.lie debit side will be posted 
credit side of the various accounts as “By cash’" and the cre 
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In til is nasli tiook the discoxiut column is introduced 
:iiid so rtie discount amount will be added to caisli 
aiiioinU, while, ]mstLng to a party’s account. The totids 
•of the di.scoimh colnmiis are posted to the di.sr-oiinr. 
account. Tiie total of the debit side, which sliows 
discount: allowed hjMis, is posted to the debit side of 
the discount account as it i.s a loss and that of the oudit 
■side ireixresenting discount alloxTed to us) to the credit 
side in the ledger, as it is a guin to ns. 

d’here is anotlier method of po.sting the discoinit 
amounf., and in tin's only tho difference of discount 
colmun.s is posted but it is neither mucb in praelice 
nor very safe. 

In both these methods there is no necessity of 
opening a on.sli account ixi the ledger, but tliej'e inii.sr 
be a Bank ac'couut. Some people use a ca.sh bcjok 
liaviiig a, column for bank transactions, and then it is not 
necessary 1o open a bank account. Cash transactions 
are xvrittcn iji tlio ca.sh cohinni.s and bank tra n.sa.ction.s 
in bank colimnis as shown oji the jmxt page. 

This form is x'cry useful as well a.s economical as 
it contains both tlie Cash and Hank columns, How- 
ever as there are Cvo a,ccuiints in the same hook when 
tliere is a tran.sfor of some amount from one to tho 
otlier it xvili have to be recorded on eitlier side. 
Suppo.se on the nth Doc.cmber Ks. 300 have bceji paid 
into the hank, Hs. 300 must be written on the debit 
side in the biink account and the same amount on the 
<'rc(lit .side of tite ca.sh (office) aeeount. Similarly when 
ils. 300 iirc witlidrawn from the hank on the lith, on 
the credit side of the htutk Es. 300/- are written and 
the same, amount is writUm on the debit side of the 
cask iicoount. In this Cash Book we get tho balancc.s 
of hotli the cash and bank and it Is carried forward 
atnl is shown in the Balance Sheet. 


ok with Cash and Bank Col 



Postiog—Tliere is no siieeial difficulty in postinii' 
this cash book only those items relating to the receipt 
from and payment to the. bank or receipt from or 
payment to the office by bank are neglected as both 
tlie accounts ai'o in the same Cash Book. Sometimes 
‘c’ is writteji against such items in the folio colninn 
T^'Jiicdi means ‘coiinu’ or simply a dash is put on either 
side as in this example. 

In some business offices it is the rule to send to 
the bank all the money receiTed and to make all 
payments through the bank. In such offices there is 
no necessity of a cash column, and so the Cash Book 
will contain only two erdumns, Bank and Discount. ’ 

As cash first comes in and then goes out its balance 
must alwaya he a debit balance and never a credit one ; 
but in the case of a hank it is generally a debit balance, 
but when tliere is a overdraft this ha, lance is a credit 
one. 

Reconciliation Statement or Account 

We keep either a bank account in our ledger or 
there is a bank column in the Ca.sh Book and from that 
wo know how much money of ours is in the bank, 
'riic bank records our transactions with it in its ledger 
aud they are co])icd in our Pass Book from time to 
time. But it hardly happens that the balance as per 
our cash book tu Hies -with that of the pass book. It is 
to show the agreemont between* these two balances 
that a statemeiiL is ])reparod generally on the last day 


I'espoiisihle for tins dis- 


Tiie :follo\vin^>’ items uio 
ag’i'eeraent; — 

1. Cheques issued but not presented. We issue 
elipqucs to various pers()n.s but alt of tliein do not got 
ilioni (‘fislioclinmiocl lately. As .soon as we issue a oliequo 
we debit tbe person to -whom -we give tb'e cheque and 
credit bank account i. c. we reduce our balance in the 
bank but the bank will not pa.ss any entry for the .same 
unless it is yji’esentod for payment and .so generally on 
any day tliero are .sucb clieques that are issued l)ut 
TJot paid and in order to ag'ioc our baulc balance 
in oui’ books witli tiuit of tlio jtass book, wo shall liavc 
to add tlic amount of such chc([ueK to our halaucc. 

'L Cheques paid in but not credited — Again we 
receive ebe(iue.s on different banks froni variou.s persons 
in payment for our duos which wo send to our bank for 
collection from the hai\ks coricortmd. atid in credit the 
I u’o coeds to our account in the hank. But when we 
send such cheques for collection to the bank we debii 
Irinik account for thoir amount ; the bank benvevor 
will nut give ns credit for tlioni unless t.boy are cleared 
/. I’, they luxve been duly honoured, fto on the day of 
closing there are likely to be some el)ef,pie.s wliieh. 
have 1:)eeu sent to- tiio bank for collection, but 
not yet cleared and so not credited to our account. 
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Their amount therefore must he dedncterl from the 
halance of our bank account in the cash book to, 
reconcile it with the pass book balance. 

B. Interest and Charges. In the same way there 
will be a di.sagreement if the bank has debited or 
credited our account with interest or charged ms for 
commission and other charges and we have not made 
entries for the same in our books. These will also 
have to be reconciled. 

The statement is written as under: — 


Bank Reconciliation Statement 


Balance as per Cash Book 

Add cheques issued hut not 

presented, ••••• 

Add interest allowed to us 
b,ut lut eieditei j m. 




Less cheques paid into the 

bank but not credited i 

Less charge.s and interest 
charged by the bank but 
not accounted by ns, • 


Balance as per Pass Book 



In the ahoAm statement we have started with the 
cash balance and have tried to reconcile the same 
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witli the Pass Book balanc^e bnt we can proceed with 
the latter as well bnt in that case we shall ha;ve to 
i-overse the items e. g. cheques issued but not presented 
will have to be deducted and cheques paid but not 
credited will have to be added to the bank balance. 

JiMmph. On 31-12-1927, our Bank Balance as pei 
Gash Book is Rs. 757-8-0 but tire Pass Book figure is 
Rs. 355-11-0. Cheques of Rs. 315-8-0 issued by us 
have not been presented as yet and cheques for 
Rs. 712-4-0 sent to the bank have not been cleared. 
The bank has aUowed us interest Rs. 15-7-0 and 

chargedfor commission etc., Rs. 20-8-0 but no intima- 
tion was received by us before closing the book. 
Reconcile the balances. 

Bank Reconciliation Statement as on 31-12-’27 






Rs. 

a p 

Balaiico as per Cask 

Book 



757 

8 0 

Add cheques issued bnt not 


8 0 



presented 


315 



Add interest allowed 

to us 

15 

7 0 

330 

15 0 

Less cheques paid into the 



1088 

7 (.) 

hank bnt not credited 

712 

■i 0 



Less charges not acc( 

j unted 





by us 


20 

8 0 

732 

12 0 

Balance as per Pass 

Book. 



355 

11 0 
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This ,very example can be worked out by the 
other method: — , 


Bank Reconciliation Statement as on 31-12-’27 


Balance as per Pass Book 

Add cl)eqiie.s paid into the 

bank but not cleared. 712 4 0 

Add charges not accounted 

by us 20 8 0 

R.S. a p 
355 11 0 

Lo.ss cheques issued but. not 

presented 315 8 0 

Less interest allowed to us. 15 7 0 

732 12 0 

1088 J 0 

330 15 0 

Balance as per Gash Book 

757 8 0 



Tlier-e is of course a little difficulty in case the 
bank balance is a credit Balance i. e. overdrawn, and it 
can be got over by putting minus sign to the amount. 

Example-On 31st March 1928 the Pass Book 
balance shows an overdrawn balance of Rs. 120 5 0 
but in the Gash Book the balance was Ea. 101 4 0. 
The amount of cheques isned but not presented was 
.Rs. 93 12 0 and that of the cheques sent to the bank 
but not credited was Rs. 315 5 0. Reconcile the two 
balances. 
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Reconciliation Statement as on 31-3-^28. 


Balance as per 'Pass Book (overdrawn) 

-120 5 0 

Add che(pies paid but not credited ■ 

31.5 5 0 


195 0 0 

Less cheques issued hut not presented 

9.3 12 0 

Balance as per Cash Book 

101 4-0 

Petty Cash Book 


f Every business has to make petty disbursements 
almost every day for postage, coolie hire, cartage, etc. 
and if all these were to be passed through the Cash 
Book it will be undvdy bvdky and also there will bo 
many chances of mistakes of posting those small items. 
So in addition to the main Cash Book, a Petty Cash, 
Book is maintained for this purpose by adopting one 
of the followLag methods:- 

(a) Some suitable amount is given to start with 
for potty payments and is debited to Petty Cash 
Account, A .small memorandum book is kept and 
therein the expenses of petty nature are entered daily. 
At the end of the month the total of these expenso.s 
is written in the Cash Book in a lump sum as trade 
charges. This method is adopted by small concerns. 

(b) In tbe •second method instead of writing one 
entry in total for eipeases, the expenses are summaris- 
ed and are written under the various heads in the 
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Cash Bool:. These items are then, posted to the debit 
of the various accounts and not to one account as 
in the former case. * 

(c) In tlie second method the trouble is that tire 
Cash, book cannot he closed unless the petty cash 
figures are received. To avoid this the amount given 
is charged to Petty Cash account and when the 
aualy.sed figures of expenses ai’e obtained a journal 
entry is passed debiting all the expenses and crediting 
the Potty Gash account. The excess of debit side over 
the credit side of the Petty Cash account will show 
the balance of the Petty Ga.sh aecoirnt and it will be 
shown in the Balance Sheet. 

(d) The most important as well as modern 
method is the Imprest System. A round snm generally 
sufficient for some convenient period, generally a 
month is advanced to the Petty Cashier and is charged 
to Petty Cash account in the Gash Book. At the end 
of the period a chetpie for the total amount of expenses 
is issued for Petty Gash thus recouping the fixed 
amount. The totals of the variona items of expenses 
are then posted to the debit of those accounts as 'To 
petty Cash’ and folio is written below each column as 
shown in examxfie. The balance of the Petty Cash 
account, which will he a fixed amount, will bo added 
to the cash balance or will be shown separately in the 
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Balance Sheet. This method is very convenient for 
'.clieoking as the amount of imprest is always a 
amount. The very word Imprest means “held ar 
retained.'' 


The Petty Cash Book is ruled as shown in tli^i 
example given. There are as manj^ columns as tlierii 
are heads of expenses in addition to the total column, 
yometimes a column is keptin the Petty Cash Book 
for payments to ledger accounts for minor amounts, 
then each account must be separately debited for the 
amounts paid to each individiia], but this practice is 
not good. 

Example; — ^Eh-om the following particulars wrifce a 
Petty Cash Book (Imprest system.) 


1928. 

Feb. 


1. Received from the cashier. 
3. Paid for stationery 
0 . Telegram charges 
9. Paid printing charges 
11. Paid postage 
15. Paid cartage 
22. Paid Advertising 
25. Paid sundry expoirsos 

27. Paid printing charges 

28. Paid fo;|; coolie hire 
„ Paid, cartage 


Its, 

5 


petty Cash Book. 
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Exercise IV. 


fl) Write uj) in the Cash Book the following 
transactions of John Wilson. 

1928 


Jan. 

1 

Gash in hand £ 220 15 0 


3 

Bought goods 

35 0 0 


8 

Sold goods 

7 16 8 


19 

Bought goods 

4 13 4 


28 

Paid trade expense.? 

1 12 0 

,, 

„ 

Paid wages 

7 10 


31 

Sold goods 

29 2 0 

Feb. 

T) 

Paid to Roberts 

2 7 6 


12 

Bought goods 

27 16 4 


14 

Paid Rent 

5 11 0 

Mar. 

5 

Received cash from James 

29 11 6 


8 

Paid cash to B. KnoJ^ 

9 15 4 


12 

Received from Noble & Co. 

1 13 10 


14 

„ from M. Noble & Co. 

50 11 4 

„ 

19 

Paid Wage.s 

7 10 


24 

Paid Trade expenses 

116 0 

(■2) Enter tlie following transactions 

in a Cash 

Book 




1928 



Rs. 

Jan. 

1. 

Cash in hand 

1,798 


1 . 

Cash ill Bank 

19,0 00 


4. 

Received clieipio from R. Jones 

4,428 

' 7 ?' 

5. 

Paid into Bank 

5,000 

V 

8. 

Brew from tiie Bank 

5,000 
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Jati. ! 

). Paid, wao‘e.s 

Rs. 

.1,500 

14 

. Paid V. Green by olieqne 


2,: 

?19 

1- 

1 . Bank charged for collecting 





ii. .lone’s cheque 



1 

21 

’. lieceh'-ed cash from A. Brown 



(50 

„ a.i 

. Paid Ti-ade expenses by cheque 


] 

100 

Show the Gash Balance at Bank, and in luind, 

at 

tlie close of the mouth. 




(3) 

Write a Gash Book with a Bank and Discount 

colninns 

from the following transactions and balai; 

ice 

it on. Jui 

le 30th. 1927. 






Es. 

a. 

?■ 

-lime 1 

Balanco in hand 

1,000 

19 

0 

„ 5 

Paid into bank 

400 

0 

0 

» <> 

Drew cheque for H. Jones. (He 





allowed E,s. 5 — discount) 

240 

0 

0 

' „ 8 

Do. trade expenses 

100 

G 

0 

„ 15 

Do. T. Bi-own 

150 

0 

0 

)! 

Paid in the Bank cheque from 





S. Webb 

40 

0 

0 

22 

J. Glark paid into Bank 





(discount allowed to him Es. 10) 

1 440 

0 

0 

» )) 

Drew cheque for K. Low 

550 

0 

0 

25 

Paid in cheques from E. Jenkins 

140 

8, 

0 

„ 28 

Drew cheque for private expense 

80 

0 

0 

„ „ 

Paid into the bank 

100 

0 

0 

,, 3C 

Drew cheque for S, Allen 

880 

0 

0 
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(4) The following are the cash transactions of a 
■firm for one rlay, enter them in Cash Book, and find out 
the balance. 


Cash in hand Es. 

401 

8 

0 

Cash at Bank. 

7846 

13 

7 

Paid wage.s. 

21 

4 

6 

Paid E. Smith by cheque. 

96 

1 

4 

Eeceived from A crossed cheque 

147 

0 

0 

Paid for postage. 

6 

4 

0 

Received from R. Green. 

14 

8 

0 

Received from R. Brown. 

401 

11 

3 

Cash Sale. 

19 

6 

0 

Drawn from Bank. 

600 

0 

0 

Paid Rent. 

900 

0 

0 

Paid Taxe.s by cheque. 

48 

6 

0 

Received from Salig Ram. 

770 

8 

0 

Paid into Bank. 

800 

0 

0 

Petty Cash disbursements (cheque). 

17 

4 

0 

(5) Write up Thomas Walker’s Cash 

Book 

witli 


columns for Discount, Cash, and Bank, from the 
following items; balance, the Cash and Bank columns 
on 30th April 1928: — 

April 1 Cash in hand £33 17 10 

„ 2 Paid into Bank 10 0 0 
„ 4 Sold goods for cash 14 9 

„ 5 Paid for advertisements 0 2 4 

„ 6 Paid by cheque to (dis, 2s. lOd.) 

Martin & Co. ’ 7 12 2 


I. 
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Api’il 8 Received from Barnett 
(S? Oo. and paid into 

Bank. 9 5 0 (dis. 25s.) ’ 

„ 9 Received froniH. Hirst 1 18 4i (dis. Is. 8d.) 

„ 11 Bought goods for cash 4 5 0 

„ l;i Received from Benj. 

Wright 1 19 0 (dis. 2s.) 

„ 15 Paid for coal 0 15 3 

„ 18 Paid to self 1 17 10 

„ 23 Received from 

Deannan . 2 18 (> (dis. Is. (id.j 

„ „ Received for goods sold 0 17 0 

„ 26 Paid to Andrews &• Sons 1 10 0 

„ 28 Cash dxawn from Bank 2 If) (i i 

„ 29 Paid to Nasmith Bros, by- 

cheque 9 7 6 (dis. 21s. (id.) 

„ 30 Paid sundry expenses 18 4 

(6) Write the Cash Book having Office, Bank and 
Discount columns from tlie following cash transactions 
and find out the balances. 

1926. 

.Tune 1 Cash, on hand Rs. 7829 8 9 

Cash in Bank 8247 8 6 

„ 5 I^aid by cheque to Arthur 297 8 0 

„ 7 „ coolie.s 17 12 0 

„ 9 Sams paid us 990 0 0 

discount allowed to him 10 0 0 

„ 12 Purchased furniture by payin'^- 

cheque ' 758 2 6 



700 0 0 


' „ 17 Paid into baiik 

„ 19 lloceived a clioquo in tall sottlo- 

mont from (lovind for a rlebl; of 
Its. 1982 8 () ami paid the same 
in the banlv 1800 0 0 

„ 22 Brew froTii batik f()r private use 175 0 0 

„ 21: l^aid to Sachiv by cheque 770 0 0 

Tto allowed ns discount 30 0 0 

„ 2G Paid salary to the manager 400 0 0 

„ 27 Paid preminm by (rheque 190 8 0 

28 Cash Sales 4329 12 ( 

„ 29 Eomitted to bank 1900 0 0 

„ 30 Paid postage and cartage 250 8 0 

„ Wages 792 9 9 

„ Kent by clterpie 300 0 0 

(7) At tlie time of Balancing (Becember 31st 
1930) Bank account in the Cash Book showed a balance 
of -£ 500 but cheques passed for collection btd'oro that 
date, amotmting- to .£ 250, have not boen cleared. On 
Becember 31st 1930, yon had paid a cJioijne for £ 20, 
to a cirstomer, in settlement of his account atid 
although you liad dealt with that amount through 
your office cash book, it was not presonted. TJie Jkiss 
Book balance is £270. Braw up a Beconciliatiou 
statement. 
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(8) Draw up a Deconoiliation statement from 
the folio wirifj; particulars: — 

Blink Bala, nco as per Pass Book £ 500 10 0 

Bank Balance as per Cash Book ' 568 0 8 

Clieqnes paid in, but not cleared 67 IB 2 

Cheques paid but not yet presented: — 

Bmith and Sons J O 2 0 

Johns & Co, ' 23 4 7 

Brown & Eoberts 10 15 2 

(0) Prom the following particiila;rs show the Cash 
Book balance on 31st December, 1928: — 

Pass Book Balance £ 9B7 8 *5 

Cheques di'awn prior to Blst December, 1928, but 
not presented up to that date: — 

S. Brown £ 29 0 8 

A. E. Lambeth 324 3 2 

W. Wood 19 2 7 

Country cheques paid into bank on 30th Decem- 
ber. 1928, but not collected until 2nd Jaimaiy, 1929, 
£35 8.s. lOd. 

(10) E,eeoncile the following Bank Balance as on 
February, 28. bringing the Cash Book balanco in 
agreement with that of the hank: — 

Balance us per Cash Book •■•Es. 972 13 0 

Balance as per Pass Book 


E.S. 175] 
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The amounts of the cheques outstanding were as 
follows;— Es. 324 4 6, Es. 63 14 0, Es. 263 13"9, Es. 73 
4^), Es. 276 0 7. 

The items not entered in the Gash Book wore as 
follows: — 

Interest allowed to us by Bank Es. 14 4 0 

Exchange on cheques on out 
station Banks Es. 2 3 6 

Cheque receipts amounting to Es, 235 were not 
received in Bank until March 3 , but appeared on, 
February 28 in Gash Book. 

. (11) From the following partieirlars prepare the 
Bank Eoooncihation Statement showing the Balance 
as per Bank Pass Book on 31st December, 1917. 

. The foEowing cheques were paid into the lii'm’.s 
current account at Bank in December, 1917, but were 
realised and credited by tlio Bank in January, 1918 : — 
Manflal Premchand 202 8 0 

Tarachaud Brothers 305 9 9 

HirjiKhetsi 191 15 0 

The following cheques were drawn by the lirm 
in December, 1917, but were cashed by the crcditor.s 
in January 1918: — 

Dalai and Sons 417 7 0 

Jamshetji Bomonji 664 11 0 

Sarabhai Ohiman Lai 317 14 0 
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Tlie sBaiik accoanfc in firm’s Ledger showed a 
Dehib Balance of. Es. J 700. ^ 


(12) Enter the following items in a ])e(,ty 
Cash Book, kept on the imprest system and bring 
down the balance — 

1918. 

June 1 Eeceived from cashier 
„ 2 Paid for caniage 
„ 3 Paid for postage 
„ 6 Paid for travelling expenses 
„ 10 Paid, for stationery 
„ 16 Eeceived from cashier amount disbursed 


3 0 
0 5 


0 10 ■» 
0 8 11 


(13) The following are the petty expenses of 
a small firm. 



Rs. 

a. ; 

P- 

■Feb. 1 Ohaprasi’s wages 

1,’) 

0 

0 

„ 1 Oliaukidar’s wages 

6 

0 

0 

„ 3 Pencils and String 

2 

5 

0 

„ 4 Postage Stamps , 

6 

0 

0 

„ 6 Eailway freight on aeco nut Books 

1 

8 

0 

„ 12 Ink 

1 

4 

0 

,, 1.0 Telegrams 

1 

10 

0 

„ 17 Unpaid Letter 

0 

4 

0 

„ 20 Coolie Hire 

0 

10 

3 

„ 22 Letter Paper and Envelopes 

3 

4 

0 

„ 2.0 Advertising •> 

11 

6 

0 

„ 26 Sundries ^ 

0 

i) 

0 

„ 27 Printing Price Lists 

9 

0 

0 



It; is the ciistom oEUio firm to begin mg.-li montii 
’.vitli nil opening- cash balance ot 'Hs. 75. 
iVihim up the Petty Cash Book.. 

(M) fclnter the Mlo^iring- trail, sactions in the Pel.ty 
Giisli Book of a firm where the iinprosl. is Its. ot) and 
find oat the bahince at tJie end of the inontli. 

Aag. 1 Postage b 14; 0 

3 Wage, s of Coolies , 3 11 G 

„ fi Telegram.s 15 0 

„ 12 Coolie oharg-es 7 5 G 

15 Postag’e 2 7 0 

„ IS I’etty repairs 3 2 3 

,, 21 Stationery 2 11 9 

,, 25 Cartage 4 9 3 

,, 27 Telegram.s 3 3 0 

„ 30 Wages 12 5 3 


CHAPTER V. 

SUBSIDTARY BOOKS.' 


The Ijooks used undei' tlie Double Entry System of 
Book-keeping can be divided into two main classes: — 

(1) Financial Books or Books of Account are those 
that form tlie part of this system of book-keeping- 
such as the Ledger, the Cash Book, Bill Boolrs, Hales 
Books, ete. They can further be sub-divided into 
two, classes:— 

(a) Principal Books — viz., the Ledger and the 
Cash Book. The latter, however, is the part of the 
former but is maintained separately as a matter of 
convenience. 

( 1 j ) Subsidiary Books or Books of Original 
Entry viz., the Journal, the Sales and Pnrohase Books, 
Idetivrns Books and Bills Books. The Journal, however, 
is the source of all the hooks but it is for the sake of 
simplicity and convenience that the different types of 
entries are made in different books instead of passing 
them all in one book i.e., the Journal. ; All these books 
are also called Books of Prime or First Entry because 
it is in one of these books that a transaction is first 
entered. 

(2) Statistical Books also called Memorandum 
Books are those utilised for recording detail concerning 
transactions that (jannot be ccpivoniently included in 
books of account e.(/.. Stock Book. 
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As tli 0 writing and use of the principal boohs have 
Jbeen dealt with in the previons chapters effort has 
been made to explain at length the writing of the 
remaining set of the Books of Account he., the 
subsidiary books, 

BOUGHT, SOLD AND BILL BOOKS. 

Next to cash transactions rank the entries 
regarding sale and purchase of goods. Cash sales and 
cash purchases are entei’od in the Cash Book but 
business houses maintain Purchase Books, and Sales 
Books for creiit transactions, and this is bound to relieve 
the pressui'o on the Journal to a greater extent. 

In writing these books the following points are 
to be borne in mind: — 

(1) Only credit transactions are to be entered. 
There is no doubt that some firms write cash sales in 
this book as credit sales and show cash receipts as from 
the parties in the Cash Book. This means an unneces- 
sary increase of work and must be avoided. 

(2) Amounts must be entered after deducting the 
trade discount both in the case of sale and purchase. 

(3) Only such articles as are usually purchased for 
resale are to be entered in the Purchase Book such 
goods in which the business house deals. Commodities 
which are meapt for ordinary consumption, or are fixed 
assets, are not to bn written in this book. The same 
principle holds good in the case of Sales Book also. 
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Purchases Book. 


This book is meant for recording credit purchases. 
This is also called the Bought Book, the Bought Dag Book, 
the Invoice Booh, and its usual form is as under 


Purchases Book. 


Date. 

Particulars. 

S d 

p. 

Details. 

Totals. 

1928 
Peb. 5i 

Earn Prasad & Oo. 

200 pairs of Dhoties 
@ Es. 4 per pair. 


800 0 0 


1 

100 pairs of Saries 
® Es. 10/8 per pair. 

72 

11060 0 0 

1860 0 0 

„ 12i 

Eliedwar & Sons 

100 Yds. Coating 
@ Es. 2-8 a yard. 

73 


250 0 0 


Goods or Purchase A/c. 

Dr. 

102 


2100 0 0 


As all these are credit pm-chasers, the totals against 
every party’s name will be posted to his credit in 
the lodger, and the total of all the prirchasos will bo 
debited to the (xoods or Purchases account at stated 
periods. This has in the end the same effect as that of 
the journal entry : — 

Goods account Dr, , 2,100 

To the various parties A/cs, 


2,100 
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Sales Book. , 

In this book are recorded ■ all credit sales, riiis 
book is also knbwn as Bay Book, Halos Day. Book, Sold Day 
Booh, or Sales Journal. Tlie reason, of itiS boing cndlcil 
a Day Book is that in it are recoidrel the daily 
credit sales. 

The riding of this book is just like that of the 
Purchases Book. The system of posting is naturally 
just the opposite of the one adoiated in the ca.se of the 
Purchases Book. As this is a Sales Book the items are 
posted to the debit of the party’s account in the ledger 
and the total of all transactions is periodically iiosted 
tc the credit of the Goods or Sales aooouut. 

Tabular Departmental or Columnar method-Iii the 

above purehaso.s book are written pnrcba.ses of Dhoties, 
Saries and Coating. If the trader wants to know 
about the pnrcliasos of these artielos separately, it will 
be difficult to get tliis information without analysing 
all the transactions. To avoid this and. to liavo ready 
information at hand both the Purohases and Sales 
Boobs are ruled with as many additional money 
columns as there are commoditioSj and tlie detail 
column is in some cases done away witli. At the end 
of the period totals of the various commodities are 
posted to their ro.spective accounts. This method is 
very useful. . 

Returns Books 

These are the. bo^ks used to record returns and 
allowances given, differences in pricey. adjusted, credits 
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for empties returned, breakag-es and tbe like. So long 
tlie invoice regarding tbe goods is not passed throiigb 
the account books it can be corrected but once it is 
recorded there is no other "vray except ninkiiig an 
entry in the Returns Books. Corre.sponding to the 
Porchases Book and Sales Book there are two .Retnnis 
Books called Purchases Returns Book, and Sales 
Returns Book. 

The Purchases Returns book.-— or the Return 
Outward Book as it is called from the point that it 
records the goods going ont— has the same ruling as in 
the Purchases Book. Whenever we return goods 
to others we receive a credit note (written in red ink) 
or we send a debit note for the same and it is from 
this that this book is written. The totals are pei-iocti- 
cally posted to the credit of the Returns Outwards 
aoooiint and the total of this account is deducted 
from the total purchases in the trading account. The 
various personal accounts are debited with the amounts 
against their names. 

The Sales Returns Book or the Returns Inwards 
Book is rilled just like the Sales Book and is used for 
entering the transactions regarding the return of 
goods 01- empties or allowance:^ given to customers. 
In such a ease a document called a Credit Note written 
in red ink is sent to the customer conceiiied and an 
entry for the same is made in this book. 

Prom this book the various personal accounts are 
credited and the total of this book is posted to the 
debit of the Returns Inwards iiGCOunt and is deducted 
from the total sales during^ the period. 
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CREDIT NOTE. 

Delhi 

, 25th Feh., 1928. 

Messrs^ Thomas & Co., Ltd., 

^ Agba. 

Credited hy The Delhi Stationery Mart Ltd. 


2 Tables Style B27 returned not 
being ordered @ Rs. 12/10/- each 

4 Chairs Style A87 charged @ Rs.25 

25 

4 




instead of Rs. 22/8/- 

10 



35 

4 


Example. 


Feb. 5 Bought of Messrs. Ram & Co. Delhi. 

Stationery Rs. 310/1/0, Books Rs. 1508/12/—. 
Paper Rs. 570/12/-. 

„ 9 Returned to them Stationexy Rs. 45/12 

Paper Rs. 77/11/6 being of inferior quality. 

,, 12 Sold to Messrs. Sarju Pd. & Sons; — 

Books Rs. 427/8, Paper Rs. 327 . 

„ 15 Piii’chased from Messrs. Dickinson & Go. 

Stationery Rs. 1027/11, Paper Rs. 1728/9. 

„ 16 Returned to them Paper worth Rs. 408/9 6 
as it was found in a damaged condition. 

„ 25 Sold to Mes.srs. Thomas & Co. 

Stationery Rs. 1312/11, Paper Rs. 519/4 
Books Rs, 1 79/4. 

„ 26 They returned Stationery Rs. 25/9 Paper 
Rs. 121/9, Books Rs. 80/7 being spoiled in the 
transit due to defective packing. 

.,28 Sold to Messi's. Anand Bros, 

Books Rs. 242/12, Paper 942/11. 

,, „ They returned Paper Rs. 49/12 as it was of a 
different type. 

Write the above transactions in the Purchases, 
Sold and Returns Books by the tabular nietliod and 
prepare a Tx-ading account without taking separate 
totals for each type of goods. 


Tabular Purchases Book. 






Tabular Sales Book. 


t 113 )' 
Trading Account 


To Opening 


By Sales ’ 

Stock 


3951 2 0 

To Purchases 


Less Peturns 

5145 1.8 0 


277 5 0 

Ijcss Peturns 



527 1 0 

4618 12 0 



This is a trading account in total of all tlie com- 
modities placed in tlie market but if it is required to 
know the result of each thing separately it is facilitated 
by keeping columnar books. 

Bill Transactions 

The next set of entries which requires a separate 
set of books to facilitate working belongs to the Bills 
group. In this group are included Bills of Exchange 
and Promissory Notes. 

A Bill of Exchange is an instrument in writing 
containing an unconditional order; signed by the maker, 
directing a certain person to pay a certain sum of 
money oidy to, or to the order of, a certain person or 
to the hearer of the instrument. 
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Example of a Bill of Exchange ' 



Calcutta 15bli March, 1928. 


E,y. 1100-0-0 

Three months after sight pay to Rama & Co. 
or order a sum of Rs. Eleven hundred only for value 
received. 


To Messrs, Suresh & Co. 
Allahabad. 


Simon & Co. 


This is a .specimen of a bill drawn by Messrs. 
Simon & Co., technically called the draiver, and in 
favour of Messrs Rama & Co., called the payee. 

In the above bill the payment is to be made 
three months after sight *. e. three months after it is 
shown, to the drawee. The drawee, is not liable on 
this bill unless ho accepts the same. This he does by 
writing over the bill the word ‘Accepted’ and signing 
below it. The bid is then given back to the payee 
who is to wait for payment till it becomes due. The 
drawee is then caUed the Acceptor and the bill is known 
as an Acceptonc«,of the drawee. 

In this bill the paT^ment is to be made after sight, but 
there are two other types of bills, c. After Date s.nd On 
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Demand. The latter means immediately on presenting, 
while the fSrmer means so many days or months after 
the date on which it is written. At Sight or On Present- 
ment means on Demand. 

Days of C?race— Eeally speaking payment must be 
made on the date thus calculated, but according to 
the law it does not become due on that date, but 
three days of grace are allowed and so it becomes due 
on the third day after such a date. This rule does not 
apply to instruments payable on demand. 

An Inland Bill of Exchange is one which is drawn 
in British India on a person resident of British India 
or made payable in British India. BTeiy other bill 
is a Foreign Bill. > 

A Documentary Bilk — This is a foreign bill to which 
are attached the documents of title i. e. a Bill of 
Lading, Insurance Policy etc. and. are to be surrendered 
eitlier on acceptance or on payment of this bill as per 
instructions given in the bill. 

An Accomodation Bill: — It is a bill without any 
consideration and is issued to raise money by disconn- 
ting the same. Suppose we want to help Mr. A then 
we wiU ask him to di-aw a biU on us which when 
accepted by us will be discounted by him and he will 
send, us money to meet it at maturity and he can till 
tiien use the proceeds. Such bills are also called fCites', 
‘Windmills’, ov Fictitious Bills. 

A Promissory Note— It is an instrument in writing 
containing an unconditional undertaking signed by 
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the maker to pay a certain snni of money wily to, or 
to tlie order of, a certain person, or to the bearer of 
the instrument. 

Example of a Promissory Note. 


Stamp 
Annas 9. 


Lucknow, 25th March, 1928. 


Es. 500-0-0 

, One month after date I promise to pay to j 
Messrs. Chandra Prakasli & Co., or order the sum of j 
Eupees Five Hundred only for value received. 

James Wilson. 


In the case of a promissory note the same person 
is the drawer and drawee. It resembles a bill and 
for accounting purposes is treated just like a Bill of 
Exchange and .so no separate mention is made of it 
in this chapter. This of conrse does not require 
, acceptance as in the case of a Bill of Exchange. 

According to the Stamp Act Stamp duty in the 
form of stamps is required to be paid on every Bill of 
Exchange and Promissory Note unles,s it is payble on 
demand and it varies, with the amount as per the 
Stamp Duty Schedule given on the next page. 
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When a bill is to be due after a certain period, 
it is at tlie option of the bolder of the bill ‘‘ either to 
beep it -with him till the date of maturity or to get 
it discoimtod. ,In the case of a bearer bill this is 
done l)y simple delivery, but in the case of an 
order one, it needs both endorsement and delivery. 
Endorsement is effected bj' holder’s simply signing- 
generally on the hack of the bill or in addition by 
making it payable to some other party. If this is 
done the party to 'whom the ownership is transferred 
becomes the holder. After its maturity it is presented 
for payment and if it is paid for, the bill is said 
to be ho}towed, met, returned, taken up nr lifed, Tlie 
person, who is to pay for it may with the consent 
of, the holder, generally before the date, get it cancelled 
and a new one of increased amoniit given to the holder. 
The increase in the amount is due to interest for 
the additional period. This action is known as 
Renewing a Bill. 

Sometimes a bdl at the maturity is not honoured 
then it is said to be dishonoured. The same thing 
happens if the drawee refuses to accept the bill. In 
case of dishonour either for non-acceptance or for 
non-payment the holder has to give proper notice 
to the previous parties to hold them liable. Besides 
he has to get it presented to the party through a 
notary public who will note the party’s reply on 
a slip attached to the bill. This is known as Noting 
a hill. In the case of a foreign biU a formal declaration 
by the notary public is required and it is called a 
protest, this action being known as protesting a bill. 
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For all tliJs work, charges are to be paid, and they are 
known as Noting Charges and are recoverable from tli6 
acceptor or the previous party from whom the bill 
was got. 

In Book-keeping, Bills oE exchange and Promissory 
Notes are botlv called Bills; and a bill on which we are 
to receive money is called a Bill ReceivaUe (B/E.) 
and a bill for which we are to pay is known a.s a 
Bill Pm/ahle (B/P). 

The following are very general hints and will help 
a beginner to distinguish between a B.E. and a B.P, 

(1) The bill which one accepts is to him a B.P, and 
to the other party a B.E. 

(2) The bill that comes in is a B.E. and the one 
that goes out a B.P. 

(3) Tlio bill drawn is to the drawer a B.E. and 
to the other party on whom it is drawn aB.P. 

In tire books of a drawer a P.N. is B.P. and a bill 
of exchange a B.E. Every bill is both a B.E. and a 
B.P. In the books of a holder entitled to get payment 
it is a B.E. but the same bill is a B.P. to the party on 
whom it is drawn. Every business firm therefore 
keeps two accounts as B.E. account and B.P. account 
the first is an asset while the other is a liability. 

Entries relating Bills Receivable. 

When a B.E is received the entry will be; — 
(Supposing A gives a B.E. of Es. 100 io ns). 

B.E. Fr. Es. 100 


To A^(Griver) 


Es. 100. 
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After it is received it will be dealt with in one of 
the following ways and the entries will be 

(1) In case we discount it for Es. 95 with B for 
casl). 

Sundries : — 

Cash Dr. Es. 95 

Discount Dr. 5 

To B.E. Es. 100. 

In the books of B who has taken the bill. 

B. E. Dr. Es. 100 

To Cash Es. 95. 

To Discount 5. 

(2) In case we retain it upto the time of maturity and 
it is paid by A on the due date. 

Cash , Dr. Es. 100 

To B.E. Es. 100 

(3) In case it is given to our creditor 0. in satisfaction 
of our debit. 

C. (creditor) Dr. Es. 100 

To B.E. Es. 100 

ut if 0. takes it for less value say Es, 95 then the 
will be. 

0. Dr. Es. 95 
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This item must be taken into account whhe 
preparing- the Bank EeconciUation Statement in case 
the bill is pending at the time of closing. 

As has already been explained three courses are 
possible if we retain the bill : — 

(1) It may be paid on the due date. 

(2) It may be renewed before or on the due date. 

(3) It may be dishonoured. 

(1) Payment — entry regarding the payment is 

Cash Dr. Es. 100 

ToB.E. Es. 100 

(2) Renewal. 

In this case three entr-ies will be necessary. 

(«) A (Giver) Dr. Es. 100 

B.E. Es. 100 

By this entry the old bill is returned. 

(&) A (Giver) Dr. Es. 2 

lio interest Es. 2 

The interest charged is for the additional period 
to run before the payment can be secured. 

(«) 15- R- Dr. Es. 102 

To A (Giver) Es. 102 

Thi.s entry is for giving a fresh bill.fbr the amount 
now due Es. 100 for the originai bill and Es. 2 for 
interest. 
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Honiefcimes the additional amount fof interest is 
. ])aid separately tlien the ammtnt will be credited to 
tl)e party and so the fresh bill given will be for the 
amount of the original bill; if not, a bill for the 
increased amonnt is given. 

(;]} Difthonour-.— lt the bill is retained and is 
dishononred the entiy will be ; — 

A (Giver) Dr. Es. 100 

To B.E. Es. 100 

Generally a dishonoured bill is noted and in the 
case of a foreign bill it is protested also. The fee 
and expenses are known as noting charges, When they 
are jtaid they are written in the Cash Book as ‘By 
Noting Charges ’ and a journal entry is made as under 
to chai'ge the party concerned for this additional 
expenditure, 

A Dr. 

To Noting Charges. 

The noting charges account will be squared as there 
Avill be a debit and credit for the same amount; but 
the debit of the party’s account will be increased. 

Noting Charges A/c. 

To Cash - I By A 

In case a bill already given to some party is 
dishonoured on receipt of this information, the following- 
entry wiU be passed:— 

Acceptor . ^ ; Dr. 

To Creditor 
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Tliere a^’e some who debit that person who gave 
ns the bill instead of the acceptor. 

If flie bill is already diseonnted or sent to the ' 
banker for collection and; is afterwards’ dislionoured 
the acceptor will be debited and the bank’s account 
credited. In case the bank has incurred 0 xpen.ses for 
noting' the amount for which the entry is pa.s.sed 
includes this amount in addition to the amount of the 
dishonoured bill. 

Entries relating to Bills Payable. 


When a Bill Payable i.e. P. K is given to a party 
or a bill i.s accepted by us we shall pas.s the following 
entry (snppo.sing we accept B’s hill for Es. 200/-). , 


B, 

To. B.P. 


Dr. Es. 200 

Es. 200 


There are only three ways in which a B. P. can be 
disposed of: — 


(1) Payment: — If it is paid on the due date the entry 
will be 

B. P. Dr. Es. 200 

To Cash Es. 200 

Sometimes aB.P. is paid for by the acceptor before 
the due date, then he will not pay the full value, hnc 
he will deduct the interest of the unexpired period; the 
allowance ■ of interest upon such payments js termed 
A‘i’/mte and the entry in this case will ho : — ■ 

B. P. Dr, Es. 200 

■ To Cash ^ Es. 195 

■ „ Discount 5 
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lu tliis case the discount of E.s. 5 includes the 
Suppose out of this Es. 5 a portion that 
can be earned upto the closing date is Es. 3 then 
Es. 2 will be parried over to the next year’s account 
wiU be shown on the liability side of the Balance 
Sheet as Eebate on bids discounted. The discount 
accoirnt in this case wdl appear thus : — 

Discount account 


ByB. P. 5 0 0 


By Balance. 


operation is very common in banks wliich buy 
bills before their maturity. If it takes full amount of 
discount to the P, &L. account the profit of that period 
not be coi'rect and it is for this reason that the 
med between the two periods. 

—In this case three entries will have to 


Dr. 

B. (creditor) 
the old B. P. 
Interest account Dr. 
B. (Creditor) 
allowed. 

Dr. 


Es. 104 
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Sometimes the amount of interest is paid in cash 
then the hmo lint for whieh a fresh bill is accepted is 
only for the original amount of the bill. 

(3) Dishonour:— If we fail to honour our B. P. the 
entries will be : — 


B. P. Dr. 

To B. (creditor) 
Noting Charges Dr. 

To B. (creditor) 


Es. 200 

Es. 200 

Es. 2—8 

Es. 2-8 


If B spends for noting charges the amount is to be 
paid by us and so we will have to give him credit for 
the same by the above eiiti-y. 


In the ledger there are both B.E. and B.P. accouiits. 
As a B.E. comes first and then goes out, that account 
will always show a debit balance and is shown as an 
asset in the Balance Sheet while a B. P. is first given' 
and then comes back to us when it is paid for, this 
account will always show a credit balance and is shown 
as a liability in the Balance Sheet. 


B. R. and B. P. Books. 

As trausactions relating to bills are numerous it is 
very convenient to maintain the two books rather 
than pass the entries through the Journal. 

Ill the B. R. Book are entered the bills received by 
us with, the necessaiy particulars and the amount of 
oacli bill is thence posted to the credit of the person 
who gave us the same. At the end* of a fixed period 
the total of this book is posted to the debit side of the 


fi. aocoiinfc. iu tlio column ‘ How disposed oil” is 
written against eaeli bill as to bow it is dealt 'witli. and 
if'notliing is Aviitten against any bill, it means that 
it is pending. 

In tbo B. P. Book are recorded all bills wnj ac.eept 
or promissory notes wo give. The amount of eaoli bill 
is tlienoo posted to the debit of the party to whom 
we give tlie bill and at the end of t);e fixed period the 
total of this' book is credited to tlte B. P. imconrit. 
In the ‘How disposed olf’ colninn is recorded the way 
in which it is disposed off, and. if nothing is written it 
means it is pending. 

Example . — .Enter the following transactions in the 
B. P. and B. B. books and prepare B. .B. and B. P. 
accounts in the ledger upto the end of Eeb., 1928. 

Jan. 15. Beceived a B/B from John Bros for lis, 512 
of the same date due 1 month after date. 
Jan. 27. Accepted Jnme’s draft on n.s for Bs. 125 
1 m/d drawn on 18-L-’28. 

Feb. 18. John Bros, got their acceptanco renewed by 
a fresli bill for Bs. 5:i5 including interest 
payable 1 m/d. 

21. Our aceepfcajiee given to James was honoured 
by our bank. 

25. Drew a bill on Sitla Prasha, d for Bs. 825 due 
3 m/d who accepted the .same on that date. 

25. Diseomited the above bill with, the Central 

Bank for Bs. 811. 

26. Accepted Eamji’s draft dated 20th Feb., on 

ns for Rs. 2^0 due 3 m/s. 


Bills Receivable 





BOls Receivable Account 


Feb 38 

« 25 

Mar. 1 

To John Bros. 

To .Sitla Pd. 

To Balance. 

b/d 

512 

535 

825 

1928 
Feb 15 

„ 18 

» 26 

By John Bros. 

„ Sundries. 

„ Balance. 

c/d 

L 

512 

825 

B35 

1,872 

1,872 

535 

L 


Bilk Payable Account , 

192S 




1928 




Feb 21 

To Bank 


125 

Jau.27 

liy James. 


125 

„ 28 

„ Balance 

c/d 

250 

Feb.2e 

„ llamji 


250 




376 




875 





Mar. 1 

By Balance. 

c/d 

260 


It win be seen that the balances of both the Bills 
IleceiTable and Bills Payable accounts agree with the 
Bills Eeceivable and Bills Payable booh balances 
respectively. 
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Exercise V. 

N. B.— Exercises needimj adjustments sliijuU he tal-en up 
after reading the next chapter. 


(1) The balances of N. Nation 
.1 929 were as follows 


Isb January, 


Liabilities. 

. . ■ ' Assets. 

W. Webb ,;r 

‘ £ 85 Oa.sh in hand £ 215 


Oa.sh at bank 70 

Capital ' ■ 

385 Stock on hand 120 


B. Brown 45 


■ G. Grey 20 


£ 470 • £ 470 


Jan. 2 Purcliased Office furniture for 

cash £ 25 10 0 

„ 2 lieceived a cheques from 

B. Brown for amount owing 
less 2-J- per cent. 

„ j Paid Brown ’,s cheque into bank 

,, 4 Sold goods to 8 . Sanderson -' 21 16 

„ 4 Bought goods for cheque 36 5 0 

,, 5 Paid cheque for quarter’s rent 

due at £ 5 per annumi - 

„ ■ 6 ■ Sold goods to T. Piper' T8 35 0 

„ 6 Sold goods 1*0 B. Brown 27' 4 6 
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Jail. 7 Bought from W. Webb # 42 10 0 

„ 10 Paid Gas account in cash 2 7 6 

„ 10 Bought goods of J. Jackson 34 0 0 

„ 10 Eeceived cheque from G. Grey 10 0 0 

„ 10 Paid Grey’s cheque into bank 

„ 12 Sold goods for cash 84 5 6 

„ 14 Received cash from P. Piper 

for goods sold on 6th January 
and supplied liim with a similar 
quantity of the same value 
„ 14 Paid cash into Bank 25 0 0 

„ 15 Received goods from K. Kelley 7 5 0 

15 Paid sundry expenses in cash 15 6 

Estimating the value of goods unsold on January 
15th at £ 175, make out a Profit and Loss Account, 
and a Balance Sheet after i-ecording the above transac- 
tions in the proper books. 

(2) On 1st January, 1912 Henry Hart had Cash in 
office, & 120 ; Cash at Bank, S 425 12s. 6d; Goods on 
hand £ 550 10s. Debtors; A. Allen, 210 15s. 6d; 
B, Best, £ 360 4s. 6d; C. Crane £ 120 7s. 6d; D. Dare, 
£ 175 10s. Creditors: E. Elay, £ 130 6s. 8d. E. Fish, 
£ 280 13s. 4d. 


Find and credit his capital. Enter the transactions 
given below in suitable books, post them into the 
Ledger, draw out a Trial Balance, balance the accounts, 
and make out a Profit and Loss Account and a Balance 
Sheet. 


1912 

Jan, 
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1 Charge A. Allen interest on Ms 

overdue account 

2 Purchased goods with cheque 

2 Eeceived cheque in full dis- 

charge of D. Dare’s Account 
"Wrote oH his balance as Bad 
Debt, 

3 Eeceived cheque from A. Allen 

4 A. Allen bought Goods of me 

4 Paid charges for him from 

office Cash 

5 Eeceived cheque from A. AUen 

6 Sales to A. Allen 

Paid Wages from office cash 
S B. Best sent his cheque 
Allowed him discount 
9 Sold goods to B. Best 
Paid Eent with cheque 

10 Purchased from 0. Crane 

1 1 Eeceived cheque from 0. Crane 
Disoorint allowed to him 

12 C. Crane bought goods 

13 Paid Eates with office Cash 
Eeceived a cheque for goods 

15 Eeceived cash for Bad Debt 
IG Posted a cheque to E. Elay 


£ 1 1 8 
215 7 6 

153 11 3 


211 17 2 
180 12 6 

1 7 6 
82 G’O 
57 3 4 
4 10 0 
351 0 0 
9 4 6 
260 10 0 
20 0 0 
25 10 0 
90 10’ 0 
4 7 0 
no 8. 4 
G 3 4 
150 6 8 
16 5 0 
127 10 0 
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•Ifin. Discount allowed to ns 
^ „ 17 Bo uglit goods of -E. Elay . 

Drew cheque for self 
„ 18 Drew a cheque for E. Elay 105 7 (i 

,, 19 E. Elay sold mo goods 140 IB 4 

„ 20 Paid wages with office cash 4 10 0 

„ 22 E. Pisl) bought goods 1 30 C 0 

„ 23 Posted a cheque to E. Fish. 147 6 8 

„ Discount allowed to us B 6 8 

’ „ 24 Purchases from F. Fish 245 4 10 

„ 25 Bought Goods from K. King 78 2 6 

„ 26 Sent K. King a cheque for 

^ half the cost of tlie above goods. 

„ 27 L. Lane bought goods of mo 120 1 3 

„ 29 Sent Gash to bank 500 0 0 

„ 31 Interest on Capital 6 13 4 

Goods on hand 841 3 8 

(3) Record the following transactions in the cash 
and other books and prepare accounts. The assets and 
liabilities of a trader on 1st July, 1926 were: Cash 
Rs. 8,500, Goods 118.15,700, Bills Receivable Jte. 9,500, 
Bills Payable Ite. 6,000, duo by Mr. W. Jones Rs. 4,300, 
due by Mr. H. Smith Rs. 3,500, due to Mr. S. Hill 
R.S. 2,500, and due to Mr. W; Gross Ife. 3,000. The' net 
capital at starting was Rs. 30,000. 

4tli July, sold goods for cash Rs. 2,500. 

7th July, discounted bills receivable for Rs. 5,000 
, and received cash for f:he same Rs,- 4,800. 
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9tli July, paid salaries lls. JOO, and other cliiiro-es 
Rs. 150. 

loth July, boright goods on credit from Mr. 8, Hill 
Ite. 4,000 and accepted his draft for the amount. 

16th July, bills payable for Bs. 500 paid. 

20th July, received Rs. 2,950 from Mr. W. Jones 
and allowed him a discount of Bs. 150. 

25th July, .sold goods on credit to Mr. H. Munro 
for Rs. 4,500 and drew on him for the amount. 

25tli July, paid sundry cliarges Rs. 23. 

2nd August, paid rent Rs. 250, salaries I?s. 300, and 
other clrarges R.s. 150. 

7th August, paid Mr. W. Gro.ss Re. 2,900 and was 
allowed a discount of Rs. 100. 

15th August, Mr. W. Jone.s became bankrupt and 
paid a dividend of 12 annas in the rupee. 

16th August, took Rs, .300 for private expenses, 

22nd August, sold goods to Mr. H. Smith on credit 
for R,s. 10,500. 

24th August, received Mr. H. Smith B.s. 5,«50 and 
allowed him a discount of Rs. 150. 

27th August, the acceptance to Mr. S. Hill for 
Rs. 4,000 honoured toda.y. 

31st August, allow interest on capital at 6% per 
annum. Allow Ba. 50 interest to Mr. S. Hill on balance 
of his account and charge Mr; H, Smith Rs. 35 interest. 
Stock on hand Rs. 8,720. 
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(4) Enter the following transaction^ in the 
snhsidiary books, post, make T. B., close accounts, and 
Bi-aw B/S 

April, 1 . The cashier had in hand Rs. 2000 0 0 
„ 2. Paid into Bank 1500 0 0 

,, 3. Bought from Prince & Go., 

500 yds. of cloth. 195 0 0 

,. 4. Received from Gropal Das 

320 yds. of Cloth 40 0 0 

,. 4. Eecd. from Bank 40 0 0 

,, 4. Paid G-opal Das 40 0 0 

„ 5. Sold Wachaspati 120 yds. of 

cloth 30 4 6 

' 6. Reed, from Wachaspati 10 0 0 

„ C. Bought from Gropal Das cloth 217 11 6 

,, 8. Paid Eire Insurance Premium 

by cheque 4 10 0 

„ 9. Forwarded Wachaspati cloth 59 6 0 

„ 10. Bought for cash, cloth 12 10 0 

„ 11. Paid into Bank 20 0 0 

„ 11. Eecd. from Damodar Das 

Cheque 10 0 0 

„ 12.. Bo Bght from Wachaspati 300 yds. 

d.r>tli 66 0 0 

„ 14. Sent Damodar Das goods 54 0 0 

„ 15. Sold goods for cash 14 10 6 

„ 16. Bought from Gropal Da.s goods- 20 0 0 

„ 19. Bought from Jainti Pd. goods 215 0 0 

„ 23. Paid Eateg by, cheque 5 5 0 

„ 26. Cashsales 400 0 0 
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April 30. ^ Paid into Bant IJs. 350 0 0 

„ 30. Paid salary ill cash 3ri 0 

Value of Goods unsold 399 10 0 

(5) Write the following transactions in the jiroper 
books, po.st them, close the ledger and present 
a Balance Sheet and Trading and Profit and Loss 
accounts. 

January 1st 1925, Gash on hand Ife. 1,750; Cash in 
bank Rs. 6,200; Goods on hand Rs. 9,500; Premises 
valued at Rs. 12,000; Furniture valued at Its. 750; 
Due to Sams & Co. Rs. 7,800; Due by Tata & Go. 
Rs. 2,700; Due by Siva & Co. Rs. 2,600; Due by 
Marti & Go. Ite. 7,500. • ^ 

Jan. 10, Bought goods of Marti & Go, Rs. 3,500. 

„ 15. Drew on Marti & Co. @1 M,D. for Rs. 4,000. 

„ 20. Sold goods to Siva & Go. Rs, 5,600. 

„ 25. Drew on Siva & Go. @ 30 D/D. in favour of 
Sams &. Co. Rs. 7,000. 

„ 30. Paid salaries and charges in cash Rs. 50; and 
by cheque Rs. 200. 

Feb. 5. Bought goods of Rath & Go, Rs. 5,700. 

„ 9. Accepted Rath & Co. draft @ 1 M/D. 

„ 15 Sold goods receiving a cheque in payment 
R.S. 1,500. 

,, 18, Marti & Go’s, acceptance paid at Bank 
Rs. 4,000. 

„ 25, Bought goods giving cheque Rs. 260; Paid for 
repairs to premises by cheque Rs. 500. 
Mar. 5. Sold goods to Marti & Go. on credit Rs. 6,700. 
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Eeooived from Murti & do. a clieque for 
Rs. 6,500 and allowed them a discount of 
Es. 200. 

Onr acceptance to Eath & Go. paid at bank. 
Bought goods of Siya & Co. on credit 
Es. 4,000. ; 

Paid Siva & Co. cash Es. 3,750 and was 
allowed a discount of Rs. 200. 

Sold goods to Eath & Co. on credit Rs. 3,600 
and drew on them @1 M/D. for Es. 2,500. 
Sold goods to Marti & Co. on credit Es. 4,500 
and drew on them @ 60 ,D/D. for 
gs. 2,000. 

Paid salarie.s and charges cash Es. 260, 

Allow depreciation on premises Es. 120, and 
on furniture Es. 30. Allow interest on 
capital @ i% per annum. Value goods 
on hand Rs. 4,000. 

(6) A owes B a sum of Rs. 1,00,000 for which 
B di'aws a 3 m/d, bill on A, adding interest at the r,ate 
of 6 per cent, per annum. One .month afterwards 
B, discounts the Bill with C., the rate of discount 
charged being 5 per cent, per annum, and ,ho pays the 
proceeds into his hanking account. A is unable to 
meet the Bill at maturity, and B. pays it. .At the 
same time B. draws a fresh 3 m/d. bill on A. for the 
amount owing, a.nd when accepting the Bill A hands B 
cash for 3 months’ interest on the amount of the bill. 
This second Bill is dniy met at maturity. 

Show the Journalfeutries (with d.'ites and narration) 
.that B would liave . to make to record these transactions. 


Mar. 10. 

,, 12 . 
n ^3- 

n 17. 
„ 22 . 
„ 26. 

„ 30. 
V 31. 


(T) .A, fov tlie tempoi’iiry aocoramodation of liira- 
Kclf aTuI his’friend B. di'aws a bill on the latter for 
Its. 'J,000. On receiving it duly accepted by B, A dis-' 
coniitx Ibc same with his bankers and receives Es. l.flilO. 
Otio-ttiird of this amount is remitted to B. On the duo 
date, A rumits the balance to B. to enable the latter 
to moot the bill. B honoiirs the Bill by payment. 

Draft entries in the books of A and B respectively 
to record the above and open accounts. 

(8) A sold goods of £ 2,000 to B taking a bill 
due three months thereof dated 1st July, 1920. On 4th 
August, A discounted the bill at 5 per cent, per annum 
with, bankers. 

At maturity, the bill was returned by bankers 
dishonoured with £ 5 expenses. B. Paid £ 500 and the 
expenses, and gave another bill at 3 months for £ 1,500 
and 6 per cent interest, but before maturity, be had 
become bankrupt, and ultimately jraid bis creditors 
12s. in the £. 

Make the entries in A’s books, recording the above 
transactions. 

(9) Jones for the mutual and temporary accom- 
modation of hiirisolf and Brown, draws upon tire latter 
a B/E. at 3 m/d. for £ 600 dated l.st January, 1926. 
Jones discounts tlio bill immediately at his bankers, the 
rate of discounts being 5 per cent and sends Iialf the 
proceeds to Brown. Brown, for a similar puqmse, and 
at the .same time, draws a bill att 3 m/d on Jones for 
fi 500. This he discounts at his bankers at 5 per cent 


and sends half fli.o proceeds to Jones. Brown boconies 
bankrupt on Slsfc March, 19‘2(5 and a first and a final 
''dividend of 0 s. in til e It is paid on liis estate on 30th 
June, 192(1 Write up Brown's account in .lones’ books 
Assume in each, case, that one-lialE of tlic oluir^-e for 
discounting the bill is chargeable to Brown and one 
half to Jones. 

(10) On 1st January, A draws on B at three 
months for Es. 1,00G and agrees that the pj-oceeds of 
the bill should he shared equally. He discounts the 
acceptajice with tlie Lucknow Bank Ltd., receiving 
Es. 990 in cash, of which he hands B. Rs. 495. On 31sb 
March, in order to provide tlie funds to meet the bill, 
B dra'ws on A for Es. 1,100 at three months and dis- 
eounts the acceptance, receiving Es. 1,090 in cash, and 
hands A Es. 44. On 29th June, A becomes insolvent. 
B has to moot both bills. On 1st October, a first and 
final dividend of eight annas in the rupee is received 
by B out of A’s estate. 

Give Journal entries (witli detailed explanations) 
to record the above transactions inB’s Books and, write 
up A’s account. 

(11) (a) Journalize the following transactions:— ■ 

March 5tli I sold goods to H. Eieliardson for £ 700 
and received his acceptance 4 m/d for 
that amount. 

,, 15th I discounted the acceptance at my bank 
for £ 694. 
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June 8tli iRichardsons’s acceptance -was re I-, unied dis- 
honoured. Noting charges paid by my> 
hankers 5s. 6d. 

„ 10th I agree with Bichai-dson to renew tlie 
acceptance for £ 710-5-6. 

(b) Write entrie.s in the Bill Book also. 

I (12) For the niutual accommodation of P & Q, P 
draws a bill on Q for Es. 1 500. Q accepts the In’ll and 
returns it to P. P discounts the same with his bankers 
and receives Es. 1464. The proceeds are .shared 
between P and Q in proportion to 2:3 respectively. 
On the due date P remits his share to Q who meets 
th.e bill. , 

Pass journal entiesin the books of P & Q to record 
the above transactions. 

(13) (n) Journalise tlie undermentioned tran- 

sactions of Modi & Co. x>ost the journal into the ledger 
and make out a Trial Balance, and prepare Trading 
and Profit and Loss accounts and the Balance Sheet. 



Ca.sh on hand 
Cash in bank 
Goods on hand 
Bills Eeceivable 
Bills Payable 

Duo by Messrs, Cooper & Co. 
Duo to Messrs. Brahma'’& Co. 
Bills Eeceivable paid at bank 


at 2 m/d 2,500 

I I Aofiepted Messrs. Bialima & Co’s. 

draft at IJ in/d for 2,000 

18 Boiiglit goods from Mcjssrs. Nabar 

& Co. ^ 8,500 

22 Paid Messrs. JSTabar & Co. a cheque for 2,700 
10 Mes.srs. Smith & Go’s, acceptance 
discounted at bank and the proceeds 
credited to account 2,480 

14 Bills payable paid at bank 1,850 

20 Sold goods to Me.,ssrs Smith & Co. 3,600 

22 Cheque diawn for private expenses 600 

23 Paid Messrs. Naluir & Co., in final 

settlement of accounts a cheque 750 

10 Messrs. Smith & Co’s acceptance 

duly honoured at bank. 2,500 

14 Received from Messrs. Smith & Co. 

a cheque for 2,800 

20 Accepted a composition of twelve 
annas in the rupee from Messrs 
Smith & Co. on the amount due. 

27 Rent, salaries and other charges 

during the quarter paid 1,360 

29 Cash sales paid into hank 5,200 

31 Charge Messrs. Cooper & Co. interest 

at 6 per cent per annum; Allow 
interest^ou capital at 6 per cent. 

Goods on hand 2,500 


(14) Mounialise the imdarmentioned 
of Messrs Jog and Co., post the Journal into 
and make oxit the Trading, Profit and, Lo 
and the Balance Slieet. 


July, 1 Cash on hand 
Casli in bank 
Groods on hand 
Hon.se valued at 
B. E. on hand 
Due by Messrs Jones & Co. 

Due to Messrs Mehta & Co. 

Bills payable 

July 10 Sold goods on credit to Messr-s 
Jones & Co. 

„ 21 Bills receivable honoured at bank 
„ 28 Drew on Me.ssrs Jones & Go. 1 m/d 
Aug. 8 Bills receivable discounted at bank 
the banker eliarging a discount of 
Es. 200, and crediting the proceeds 
„ 20 Paid Messrs. Mehta & Co. a cheque 
They allowed a discount of 
5 , 31 Messrs, Jones & Co’s acceptance 
honoured at bank 

Sept. 4 Bills payable paid at bank 

„ 10 Sold goods receiving ill payment a 

cheque for 

„ Paid the cheque to the credit of 
account at bank. ' 

•„ In Paid for I'Qiiairs to house 


1,000 


( 142 ) 


Sept. 21 Bought goods of Messrs. Patel *' 

& Co. for 16,000 

Accepted tlieir draft @ 1 M. D. 10,000 
,, Collected house rent and paid it 

into bank 1,500 

„ 25 Accepted a composition of 14 annas 

in the rapee from Messrs. Jones & 

Co. and paid it into hank. 

„ 28 Cash paid for office expenses 200 

Paid salaries etc., by cheque 600 

„ .30 Allow intere.st on Messrs. Mehta 

& Co’s, account 150 

Allow interest on capital at 4 per cent 
' Depreciation of Houses 1,750 

Value of goods on hand 45,500 


(15) Enter the following transactions in the pro- 
per subsidiary books. Post them in the ledger, prepare 
Trading and Profit and Lo.ss accounts and the Balance 
Sheet. 

Januaiy 1st. Cash on hand Es. 9,800j Gash in Bank 
Es. 15,400; Goods on hand Es. 700; Due by Williams 
& Co. Es. 5,200; Due by Jones and Brothers Es. 4,500; 
Due to Kay & Co. Es. 6,700; Due to Eaja & Co. 
Es. 6,900; 

Jan. 10k Bought goods for a cheque Es. 8000; 

„ 20. Sold goods to Wilson & Go. Es. 6,000 

and drew on them for the amount (?^ 30 D. D. 

Jan.21. Wilson & Co. returned goods worth 
Es. 500. 


Feb. ^ 8^ Eadorsed to Kay & Co Wilson t r ’ 
acceptanoo R.S. 6,000 'vjison iV Oo.s 

Feb. 18. Received from Jones 

d.e,™taR,. 3.300 andallo^d tW a 

I’eb. 20. Boaght goo* from Baja & Co, Es 6000 
Es. 320. a.ja & Co. gooda of 

Mar. 3. I'«id:E.j«&Co.byoteq„eEa.6,B00i 

wa,g.bromcal1i.3»f“ 

Es. 400; Beni foi°Maro™^°Lfa.*So;'*"'* Sebniary 

Mai. ,80. William & Co. became insolvent and 
paid into our bank dividend of annas 12 in tlie rupeer 

Mar. 31. Allow interest on capital @ 4 per cent 
Value goods on band and at Rs. 10,000. Reserve 5 per 
cent on Debtors and Rs. 350 for leglal expenses! ^ 



CHAPTER VI. 

Adjustments 

The pi'epai’ation of Trading account;, Profit and 
Loss acoomit and Balance Sheet presented very little 
difficulty in the case of the examples worked out in the 
third chapter as there were no adjustments except the 
inclusion of tlie closing Stock. In actual business life 
one rarely meets with such a simple case, and so at the 
time of closing the following important matters are 
to ho taken into consideration and due adjustments 
made before preparing Trading, and Profit and Loss 
accounts, and a Balance Sheet, In all tlieso cases 
however the period under consideration must be 
carefully borne in mind, or else if the period is only of 
six months and adjustments are made for a year the 
result will be quite wrong. 

I. Closing Stock. 

11. Interest on Capital and Drawings. 

III, Depredation. 

IV. Bad and Doubtful Debts, 

V. Discount. 

VI. Apportionment of expense.s, 

VH. Outstanding liabilities. 

YIII. Accrued income. 
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Someliimes items given in a Trial Balanee ore 
mixed up and not given separately as Dr. and Or. items. 
In siieli a case the first thing is to sort out the items iri 
two sections Dr. and Or. and to see that the total 
of eacli Side is the same. In some (iases 'Capital 
account’ is not given and the difference is to be adjusted 
by introducing that account. While sorting out tlio 
items it will be of great help to remember tlie 
following rules; — 

(a) Debit balances are either assets or losses. 

(J) Credit balances are either liabilities or gains. 

If with all this the difference cannot be mride up 
it should be adjusted, by introducing a temporary 
account called a suspense account. 

I. Closing Stock — Tliis shows the amount of goods 
on liaud and the figure is got by actually preparing 
the list of goods on hand and pricing them. The price 
at which tliey are valued is the cost price or tlie market 
price whichever is lower. The principle to he borne in 
mind is that the value of the Stock should never be 
more than the actual cost of the goods. 

The journal entry will be: — 

Closing Stock account Dr. 

To Trading account. 

The amount of the closing stock will appear in the 
Balance Sheet as Asset. 

II. liiterest on Capital and Drawings — It is the 
l)ractico in some firms to allow interest on capital and 
to charge interest on drawings during the period 


oovemd. This will help the fii'iiis to know the real 
profit or loss, because if the anioimt of interest is not 
charoeil, the idea of the real result of the business 
working will not be got. 'J'ho entries will 1 )b : — 

(a) For allowing interest on capital. 

Interest aecoiint i)r. 

I’d Capital aeeount. 

(t) Jfor charging interest on drawings: — 

Drawings account Dr. 

To Intere.st account 

The interest account will be carried over to the 
Profit and Loss account. 

HI. Depreciation; — It is the gradual shrinkage 
in the value of an assetand is chiefly due to 
the wear and tear, and obsolosceuco in the case 
of machinery or expiration of time in the case of lease, 
or patent, aTid a fall in inaiket price in the case of 
investments. Asa portion of tho shrhikago or decline 
in value occurs in every period, it is essential to charge 
depreciation to the working of that period. Generally 
a certain percentage of the amount of the asset or some 
amount given is cliarged to this account. The entry 
in such a case will bo; — 

Depreciation account Dr. 

To Asset account: — 

(Machinery, Duilding etc.) 

Tlio amount of depreciation will be a charge 
agaiiLst the Profit afid Loss account and the same 
amount will be deducted from the a-sset. 
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IV. Badland Doubtful Debts— Debts are consi- 
dered baa wlien there is no hope of recoveriuo- them 
which is usually duo tf) debtors hecomiug insolvent, 
or the debt becoming time-barred by the Limitation 
Act 01 by the debtor’s ab.scondiug. Such a debt must 
not appear as an asset and hence it is written off to 
Dad Debts account and ultimately to Profit and Loss 
account. Suppose Rama is a debtor for Rs. lOO and 
he has become insolvent and only annas twelve in a 
rupee are received from him the entry will be : — 

Sundries 

Cash Dr. Rs. 75. 

Bad debts Dr. „ 25. 

To Rama Rs. 100 

And tlien at the time of closing the books: — 

P. & .L. account Dr. Rs. 25. 

To Bad debts B.s. 25. 

Tho effect of the first entry will be to credit the 
debtor’s account for the sum due (amount received 
plu,s bad debts) and so his account will be squared. 

By the second entry the balance of the actual had 
debts is transferred to Profit and Loss account. 

If by chance the whole or part of the money 
written off as had debts is lateron recovered the 
amount must not be credited to the debtor’s account 
but to ‘Bad Debts Recovered account’ as his account 
has already been squared by transferring the amount to 
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r^ad Debts acco lint. The amonut of bad dnbts when 
received will be treated as under: — 

Cash - Dr. Es. 25 

To Bad Debts Eecovered A/c E.s. 25. 

Bad Debts Eecovered A/c Dr. Es. 25 

To Profit and Loss account Es. 25. 

The effect of these entries will be to credit the 
same account (P. & L. account) to which the amount of 
bad debts was debited. 

The above procedure is for debts which have been 
actually declared as bad; but in the course of business, 
every year there is generally some account which is 
not recoverable, and so some sort of provision is neces- 
sary for such an amount. This is done by setting apart 
some amount for Doubtful Debts Eoserve or more 
commonly known as ‘Bad Debts Eeserve Account’, 
because if this is not done the Balance Sheet will not 
be showing the true state of affaim as far as tlieir 
recovery is concerned. 

The amount to be set aside is calculated either by 
going over the debtors’ accounts in the ledger and 
forming an estimate of the likely' doubtful debts or by 
fixing some percentage. The entry for this is passed in 
one of the two ways:— • 

P. & L. Account , Dr. 

To Eeserve for Bad or Doubtful Debts Account. 
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The oilier method is as follows;— 

Bad debts account I)r. 

To Reserve for Bad or Doubtful Debts, 
and then- — 

P. & L. account Dr. 

To Bad Debts account. 

In either case the effect will be the same. In the 
second method the objection is that the amount is not 
an actual bad debt and so it should not be charged to 
that account and if comparison be made with other 
years the conclusion will he inaccurate. 

The first method is objected to on the point that if 
we will have to pass suck an entry before the Trial 
Balance is pi'epared we shall have to open Profit and 
Loss account even before a Trial Balance. 

In some cases there are some actual bad debts 
and besides some reserve is reej aired then there are two 
possible methods. 

(tt) Ciiarge the actual had debts to Profit and 
Loss accoimt and also the amount of the required 
reserve separately as under: — 

P. & L. .'recount Dr. 

To Bad Debts account 
(Ror the actual had debts) 
and 

P. & L. Account Dr. 

To B.ad Debts Reserve A/c. , 

(For the amount of the required reserve.) 


(h) Transfor tlio amount of the aotnal bad debts 
to the T-lescrve for bad and doubtful debl.s and then 
debit the .Profit and .Loss account with tlie total 
amount of tho^retjnired reserve as under; — 

Bail debts Ite.serve Dr. 

')’o Bad debts A/c. 

and 

P. & L. account Dr. 

To Bad Debts Deserve rV/c. 

For the atiditioiial araoniit reciuircd to make up the 
balance of the reserve. 

Additional difficulty is presented when tliei'e is an 
existing balance of the Bad Debts ttesorve and adjust- 
ments arc recj aired to be made. 'I’hree cases aro 
p^)ssible the balance of existing reserve may be 
fi) less, (ii) more, or (iii) just the amount tliat is requir- 
ed; in each case tho entries will be different. Let ns 
take an example. There is a B.ad Debts Reserve 
account amounting to !Rs. (i.hO, the actual bad ilebts 
during the year amount to Rs. 150 and the balance of 
Debtor’s account is Ds. 15,000 and a reserve of 4% is 
requii-od. 

Here again two. methods are possible; — 

(1) Credit the P. ajid L. Account with the existing 
reserve and debit the same account with the amonnh, 
of the actual bad debts and the amount of the re.scrvo 
required. 

The entries will be : — 

(a) Bad Debts Koserve A/c Dr. 650 

To P. and L. A./c t‘50 

(For the amount of the old reserve.) 
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(6) ]?. and L. A/c Dr. J50 

To Bad Debts 150 ^ 

(For actual bad debts.) 

(c) P. and L. A/c Dr. (iOO 

To Bad Debts Reserve A/c 600 


(For tbe amount of tlie new reserve) 

P. & L. Account 


To Bad Debts 

150 

By Bad Debts Reserve 

650 

To Bad Debts Reservej 

600 

i 



The actual charge on this year’s account therefore 
will be Rh. 100 i.e. [(600 + 150)— 650], 

■111 this method the entries will be the same no 
matter whether the amount of the new reserve is to 
be morOj equal or less than the old one. 

(2) In the second method the actual bad debt is 
to be transferred to the Bad Debts Reserve account 
and oil the debit side is written the required amount of 
reserve as ‘To balance’. At the time of clo.siug the 
books, the difference between the two sides is to be 
transfcred to the P, & L. account. 

The entries will be 

(a) Bad Debts Reserve account Dr. 150 

To Bad Debts account 150 

(5) P. and L. account Dr. 100 

To Bad Debts Reserve account 


100 
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Bad Debls Reserve 


To Bad Debts “ 

150 

By Balance 

650 

I'o Balance | 

600 

„ P. & L. account 

100 

' 

750 


750 

■ 


By Balance 

600 


It -will be seen that the same result is got by 
both the methods ».e. a charge of Its. 100 on the P. & L. 
account. 


In this case the debit side is in excess but as 
sometimes happens the credit side is more then the 
entry (b) would be. 

Bad Debts Beseiwe account Dr. 

To P. & L. account Cr. 

It is very important to note that the direction as 
regards the Reserve must be very cai’efully noted, 
For instance there is a world of difference in saying 
‘raise the reserve to Its. GOO and raise bi/ Rs. GOO.’ 
In the first case it is meant that the amount re(}uircd 
is Its. GOO and in tlie second that the old reserve should 
be increased by Ws. GOO. 

The amount of the Bad Debts Eeserve is not written 
in the Balance Sheet as a liability but is shown as a 
deduction from the Debtors on the a.'j.sets side. 
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V. Di^count.-Ifc iK usual in business to make 
a reserve tor discount on debtors as v'eU as o:ij 
eioditois. Some accountants however are of opinion 
i ijt, no such reserve shrmld be created and this item 
.should 1)C taken into account in that. period in wliicli 
(.aisli i,s ]mid i,o creditors or received from the debtors, 
iiio tica.taieut of this reso've is jnst the .same a.s in 
the ca.so of a Bad Debts Ee-serve as far as debtors are 
etmceriuid and just the opposite as far as creditors aro 
concerned. The easiest method is to pass the following- 
entrie.s: — 

(i) For Discount Ee.seiwe on Debtors’ balance.s, 

B. & L. acconnt X)j._ 

To Discount .Reserve A/c 

(on debtoi’s’ balances) • 

(«■) For Di.scoimt Eeserve on creditors’ balances, 

.Discount Eeserve A/c (on creditors’ balances) Dr. 
To P. & L. account. 

In each case the reserve will not he shown 
scsparatelj m the Balance Sireet but as a deduction 
lunn the debtin’s or creditors accounts as the case 
may he. 

lhax'e is one tiling which, is extremely important 
and which Is a stumbling block to many. It must bo 
homo in mind that while making a reserve for discount 
on dcbtor.s balances, the amount for ealciilating 
the discount is not the debtors’ balance but this 
balance loss the amount of Bad Debts Eeserve. It will 
look so absiu'd. if done otherwise because how can one 
think of allowing discount on the amount which has 
been already assumed as a bad debt. 
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For instance if the balance of Debtors’ account 
,is lls. 6,000 and 2-|^“/o is to be reserved for Bad Debts 
and the same percentage for Discount then the 
reserve for discount will be Rs. 14()-4-0 and the 
debtors’ figure will be shown in tVie Balance Blieot, ns 
follows ; — 


Debtors 


Rs. 

6,000 0 0 


Less bad debts Reis. 1 2^ 
per cent on Rs.(i000| 

150 0 0 



Less Discount Resorvei 
per cent on [Rs. 
6000—1.901 Rs. .9850. 

146 4 0 

296 4 0 

5,70.8 12 0 


VI. Apportionment of expenses — Sometimes 
money is paid in advance for Eent, Bates, Advertising 
Fire Insurance and other items. It is for this reason that 
if at tire time of preparing the P. & L. account and the 
B/S. the period for which the amount is paid in 
advance has not expired it will be wrong to debit the 
P. & L. account with the whole of the amount and so 
an apportionment of such expenses is neces.sary. This 
is done by charging only the amount covered by 
the period and reserving the balance for the next year 
by debiting Asset Prepaid account and crediting p'& L. 
account. Suppose on the 1st April, 1927 E.s. 1200 arc 
paid for rent for full one year and the B/S for tne year 
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IS to be prepared on 31sfc December, 1927 tlie entry 
will be: — 

Rent Prepaid account Dr. 300. 

To P. & L. account 300. 

So tlie P. & L. account will not be charged for 
Rs. 1200 but less by Rs. 300 i. e. R.s. 900, beGau.se only 
nine months haye passed, and in the B/S. on the asset 
side will appear Rent Prepaid Rs. 300, (repre-senting 
three months rent.) This rvill be reversed nest year 
by the following entry. 

P. & L. account Dr. Rs. 300. 

To Rent Prepaid A/c 300. 

This will have the effect of charging propor- 
tionately the expenses to the periods concerned. There 
are however some expenses incurred and paid one or 
two years in advance. In this case the expenses will 
have to be proportionately charged to the accounts of 
the various years. ^ 

Similarly sometimes income is received before it 
is due in this case an entry just the revei’se of the above 
is to be passed. Rs. 600 the rent of a building sublet 
is received in advance for one year ending 31st 
March 1928 and a B/S. is to be prepared on 31st 
December then the entry will be: — 

P. & L. account Dr. 150. 

To Rent received in advance A/c 150. 

(Three months rent received in advance will be 
sho wn as liability in the B/S. and the entry will be 
reversed next year). 
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Vn. — Ouistandiner Liabilities — At tln.^ timo of 
closing' generally items of expenses made remain 
rmpaid. The cliarges for all such expenses itmsi lie 
debited to the 1.^. & L. accoiiut of that period, and so 
due ]U'Ovision is to he made for such liabilities, 
ftiippose reni: is paid iRs. 360 a quarter uftir it Ix-conies 
due; the first instalment .being jiaid on 1st hohriiaiy 
then the successive instalments will be due on Ist May, 
1st August, and 1st No vember. When the books are 
closed ill December, then in the account books rent 
would bave been for IP months only and the rent for 
two mouths must be charged to this period and it is 
done by passing- the following- entry: — 

Eent account Dr. Es. 240. 

To Landlord Rs. 240. 

(Being tlie rent for November and Decembor 
(? 360/- a qiuu'tor). 

Eent account will be a ehar.g 0 against Prolit and 
Loss account and the Landlord account will be sliown 
as a liability. II' this i.s not done the profit figure of 
the period will not be correct as it will not have taken 
the rent of November and December into account. 

VIII. Accrued Income— As there are outstanding- 
liabilities, there are items of income which are duo 
though not yet realised e.f/. Interest is due (as on the day 
of closing) for throe months@67o on a loan of Its. iUOOO 
given, then the entry will bo: — 

Oiilstaudiug Debtor’s account Dr. 150 
To Interest account 


150 , 


The effect of tliis entry will be to take into account 
tor ealonlating the profit of the period Es. 150 which 
properly liolongs to the period under reyiew and thus 
sliowiiig the correct state of affairs. 

Wlieu next year the interest is received that 
portion as is due for the last year is credited to the 
outstanding' -Debtor’s account and the balance to the 
interest account. 

All the entries given for adju.stment after the 
Trial 'Ralance are required to be treated on both the 
sides i. e. the doable entry of each is to be made e. g. 
Rent to be paid for a quarter Rs. 400 will have to he 
treated, thus; — 

Rent account Dr. 400. 

To Landlord 400. 

Rs. 400 win be debited to Rent account and 
credited to the Landlord’s account, but Rent account 
Dr. appearing iu the Trial Balance will bo treated once 
only i. e. it will he placed to the debit of the P. & L. 
account. 

Sometimes there is a confusion when closing stoclc 
is given in tiie Trial Balance as a Dr. balance. ’ITiis 
means that a double entry of thg same has been made 
and the balance of the closing stock will not have to 
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be treated twice bnt only once «. e. Closing S^toclj will 
be sliown only on the asset side of the Balance Sheet. 

In the last chapter only the difference between the 
Trading account and P. & Loss account was given and 
roughly it was hinted as to what items should go to 
Trading account and to P. & L. accounts. The follow- 
ing chart will be of great use in this connection. 


Trading Account. 


To Stock (Opening) 

„ Purchases 
„ Less returns 
„ Wages ( produc- 
tive) 

„ Carriage (Inwards) 
„ Goal, Coke, fuel etc 
.. Dock Charges (In- 
wards) 

j, Duty and freight 
(Inwards) 

„ Packing material 
„ Motive power 
„ Materials consu- 
med 

„ Gross profit trans- 
ferred to P. & L. 
account. 


By Sales 

Less returns 

„ Stock (closing) 

„ Gi'OssLoss trail, sf er- 
red to P. & L. % 
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Profit, and Loss. Account. 


To Gross Lo.ss h/d 
„ Wages (non-pro- 
duetiye 

„ Carriage and car- 
ta g'e (Outvyards) 

„ Dock charges (out- 
wards) 

„ Duty aud freight 
Office expenses 
„ Trade expenses 
„ Printing charges 
„ Legal and account 
charges 
„ Discount 
,, Commission 
„ Interest 
„ Stable expeirses 
„ Postage and sta- 
tionery 
„ Advertising 
„ Bad Debts 
„ Rent Rates and 
Taxes 

„ Bank charges 
„ Insurance 
„ Lighting and heat- 
ing charges. 

„ Repairs 
Depreciation 
„ Net profit 


By Gross profit 
„ Discount 

„ Commission 

„ Interest 

„ Net Lo.ss 


b/d 


The above chart contains almost aU possible items 
that usnally appear in Tradingwrnd P. and L. accounts^ 
The principle adopted in this division is that ail 



( m )' 


pufchasingf as well as manufacturing- expenses such as 
pn'oduclive wages, carriage and cartage inwards, coal 
and coke etc. are charged to Trading account and £.1? 
selling and distributive expenses as well as etablish- 
meet charges such as salaries, rent etc. are charged 
to P. and L. account. 

Tlicro is no ruling- as rog^ards this division and 
so inajij' business Jioiisos sometimes do not follo-^v tins 
fUTEUig'ement in case of a few items, but those form the 
exceptions. Below are explained some of the confusing- 
items in the above charts. 

Carriage — It is a charge for. carrjing- the goods. 
Carriage Inwards b c. charges for bringing tbo goods 
pnrclmsed is debited to Trading Account while carriage 
outwauls i. e. chaj-ges for sending tbo goods is debited 
to r. S: L. Account as it i.s a selling expense, if in the 
Trial Balance Carriagp appears without tJie words 
Inwards or Outwards, it should be taken as ‘Invvard.s’ 
and so should be ebarged to Trading uccfuint. A foot 
note to that effect slionld however bo given. 

Coal, coke, fuel etc. — is a manufacturing ex- 
pense and so is charged to Trading account. 

Cartage and Carting — This item, includes clu-u-ges 
for carrying goods from warelionsos to docks or vice 
vensa. These charges should bo carefully sorted out 
into two parts i. e. -buying expenses and selling 



- ( 161 ) 

r o,gM „ iha charge for oonTejiBg goode by sea a„d 

dock chargee are the chargee levied on ehipe and 
aieoos when entering and leaving d-ocks. If tlieso 
ohoiges are on goods coming, they are Inward chargee 

II otiierwj.se, outwards, ° ^ 

^ov paper, canvas, string 

etc. cue included under this item. When this material 

1^ .:oi putting the goods in the market it is charged to 
iiadmg account but if it is for the purpose of selling 
It will be charged to the P. & L. accoimt. ^ 

prepare Tracing, 
Lm ajes and B.jS. of Mr. Eari Ram as on 
31st December, 1927. 


Dr. Balances. Rs. a. p. 

Printing Charges 205 12 }} 

Cash ■ 493 9 9 

Stock 3328 4 9 

Drawings 1629 0 0 


Postage 

Debtors 


209 12 9 
4620 10 9 


Dock charges, 

(Inwards) 408 7 9 Capital 

.Interest 419 3 9 

Plant and 

Maclduory 10757 3 0 


Cr. Balances. Rs. A., p. 
B/P 2075 7 9 

Sale.s 13721 12 3 

Loan 10400 0 0 

Return (out- 
wards) 393 4 0 
Discount 

earned 30i 3 3 

Commission 

earned 

Interest earned 309 


8 9 
4 6 


22382 13 0 


Trade Expenses 192 11 - 

9 

Bad Debts 

,181 

6 

6 

Fank 

859 11 

3 . 

premises 

2540 

15 

0 

Advertising' 

450 ' 

0 

0 

Taxes 

107 : 

3 

9 

Insurance 

221 

8 

0 

Eepairs 

119 

5 

0 

Eeiit. 

560 

0 

0 

Office Expenses 314 

■ 7 

6 

Buildings 

9987- 12 

6 

B/E 

1054 

5 

9 

Discount . 

187 14.. 

0 

Eeturns 




[luwardsj 

904 

7 

0- 

Purchases 

7827 

5 

6 

Wages (Prodiib- - 



.'tive) 

1070 

2 

0 

Wages (Unpro 




duetive) 

420 

5 

0 

Oariiage 




, [iuwardj 

517 

8 

0 

Bank charges 

37 

8 

0 

Ooal,-Ooak 




■i fuel etc. 

353 

9 

6 


-Es. 49,980 5 9 


Stock on 31,-12-27 Es. 6,388 12 9. Intorcst at the 
rate of 4% per annum is t(? be creditej to the Cani- 
tal Depreciate Plant and Maeliinory, Premises and 
Buildings by 5%. Create a reserve of o per cent on 
debtors for bad 'and^ doubtful debts and of tfio same 
percent fordis^count.- Es,,105i aro due to labourers for 
'ip a<-5vauce upto the 
end of Peb. 1928@Ite.40 p.ra. Rs.lOO is due to us for our 
tummussion and Es.hC* is paid in advance-for insurance. 

Larry lorward y the: amount of Advertlisiiig' 


Trading^ Account. 



Profit and Loss Account. 
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Balance Sheet of Mr. Hari Ram as on 31- 
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Exercise VI. 

• (1) On 1st; Jan.,' 1912 the Ee'serve \for DoinbtM 

Debts showofi a credit balance oC £900. 1) urine,’ tliC! 
year the B/D amonuted to ' £700. The Drs. on iil.st 
Dec., 1912 were 42000 and 5 per oeiit. .ll,oscrvefor 
doubtful debts rras required to be maintained. The 
B/D durin,^’ the year 1919 aniountod to £1950, On 91st 
Dec., 191' 9 Dr, s. were £25,000 and 5 per cent. Beserve- 
■for B/D is to be kept. . In 1914, the B/D are £900 and 
the Dr,s. at the end of the year- amount to -£19,000^ 
and 5 per cent. Eeisorve for B/D and a 5 per cent. 
Reserve for Disconut are to be kept. Show how these 
items ■will appear in the pro'fit and loss A/o a.nd B/S 
of these three years and also the Resei’ve a/cs. 

(2) Sliow the lodger entries to describe the' 
■follo'wing’ : — 

(а) 1905 January 1st Bad Debts Reserve £860’ 
standing in tire Books. 

(б) 1905 December 91st total of tho Bad Debts 

Account,. 1,000. , 

(c) 1905 December 31st Adjust' the Reserve 
Account so that it may sho-w a Reserve of 71- per cent, 
on the book debts which are £l5,0o0. 

((f) Assuming tliat tho business has been coutijinod 
for another twelve montlis, i. e. upto, 91st December, 
1906, the Bad Debts are then £1,100. Adjust tho 
Reserve so that it may show a reserve of 7-1-. per cent 
on the amount of Book Debts which, are' then found 
to he £12,674. . . 


exfcra-cted 
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(6) T|j-e ftjllowin,^ Trial Balance was 
from the books of A. B. on June 30, 1918 ,:— r 


Capital . . 


26,070 

Cash 

770 • 


•Stock ' , ' 

14,505 


Purclia.ses 

37,005 


,Debtor.s 

9,520 


Plant and Machinery 

16,00-6 ■’ 

h '■) 

■Sales ! 


' 63,806- 

W ages 

4,980 


Oiiice Expenses 

615 


Salaries i • 

3,375 

. ■ •■■* 

Rent, Rates and Insnranee 

1,225 


Creditors 


' 7,661 « 

Trade Expenses ' , 

630 


Returns Inwards 

1,140 


Returns Outwards 


1,230 


88,665 

,S8,665 


The Stock in Trade on J-inie 30, 1918 was valued 
at Rfi. ir)<520, On the siiine date Ks. 225 wore' due fdH 
■Rent and Ife. 120 for Wages. Carry forward Rs. 50 for 
nnoxjjired Insurance. Pi'epare Trading and Profit and 
Loss A/c and B/S after providing 10% depreciation for 
Plant and lifaehlnoiy. 

(1) The followijig balances appear in the book^j 
of Mr. Hewett on Lccember 31st,. 1927. I 

Buildings , bO,OQO,; Travelling: m : I 

Machinery 50,000: , Espenges ,1,200 

Furniture 1,500 Bank 13,64« 



Capital 
Cash at Bank 
Purchases 


Poturns inwards 
Returns outwards 


Stock 

45,000 

Taxes 

900 

Purchases 

3,00,000 

General Oharges 

400 

Office establish- 


Sales 

4,25,000 

ment 

13,000 

Commissions (cr.) 

2,500 

Sundry Debtors 

50,000 

Sundry Creditors 

45,000 

Petty Cash 

660 

Capital 

68,800 

Factory wages 

35,000 

Loan 

20, 000 


(rt) Allow Depreciation for the year at the rate 
of 2J- per cent on Buildings, Ij- per cent on Machinery 
and 10 per centon Pui-niture. 

lis. 2,500 were due for JhciJorjr wages for Decem- 
ber but were not paid till the following month. 

(c) Make a provision of Us. 2,500 for Bad Debts. 

(d) Goods on hand on December 31st 1027 are 
worth Rs. 50,000. 

Prepare Trading a/c P. & L. a/e and Balance Sheet. 

(5) The following were the ledger balances on 
81st December 1918 from which you are required to 
prepare the Trading Account, the Profit and Loss 
Account and a Balance Sheet as on that date, giving 
effect to the undermentioned adjustments - 

1,200 

130 


£ 40,000 

Discount 

2,033 

Insurance pi’emium 

34,900 

Interest and Bank 

91,000 

charges 

267 

Bad Debts 

■^00 

Sundry debtors 
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Stock in hand 
(1-7-191*8) 
Salaries 
Manufactni'in^ 


Sundry creditors 
21,500 Land and Biiild- 
1,000 ings 

Plant and IVfachi- 
19,050 nery 
6,330 Patents 

Reserve for Bad 
Debts (1-7-1918) 


18,000 

14,800 


4.000 

5.000 


5,320 

150 


1,800 


Q-eneral expenses 
Manufacturing 
charges 

Bates and Taxes 

Stock 31st December, 1918 £ 15,800. 

1- Depreciate Plant and Machinery at 6 p. c. 
per annum; Land and Building 3 p, c. per aiimim; 
Patents 10 p. c. per annum. 

2. Carry forward £30 of the Insurance premium’'. 

3. Make a reserve of 5 p. c. on the Sundry 
debtors for bad debts and also for discount. 

(6) Prepare Trading and Profit and Loss Account 
and Balance Sheet of Khudabux from the following 
Trial Balance as it stood on 31st December 1927. 


Capital 
Cash at Office 
Cash at Bank 
Stock on 1-1-1927 
PuiTiiture 

Bent paid (.Januarj- to October) 

Purchases 

Sales 

Salaries 

Wages, 


1,000 

7,500 

8,000 

2,000 

1,000 

25,000 


15,000 


31,000 


1,550 

700 
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. Interest ■ . 


700 

Discount 


■ 500 

.'Trade e.harges 

1,000 


Debtors 

2,500 


Creditors 


3,300 

Bad Debts 

250 



50,500 

50,500 


TIio foliowiiig acljiistmeuts are to be made 

Oalealatc bitoresfc on Capital at 6 p c and 
depreciation of furniture at 5 p. c. Provide for Pent in 
arrears for November and December. Value of the 
stock on band Rs. 14,000. 


‘ (7) Prom tlie following Trial Balance at 30th 
. one, 1911, prepare Trading Account, profit and loss 
Acco;mt and Balance Sheet. 

Capital 
Drawings 


Purchases 
Greneral Expenses 
Premises 
Stock 

Coal and Power 
Pates and Taxes 
Debtors and Creditors 
Wages 
Discounts 

Bad Debts Peserve ^ 


750 0 

0 

24,503 19 

53,698 10 

0 

76,793 18 

2,511 11 

0 


1,000 0 

0 


21,218 9 

0 


2,242 5 

0 


315 4 

0 


6,287 18 

0 

2,511 12 

7,206 12 

0 


641 10 

0 

897 14 



50 18 
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317 4 0 
1,999 16 0 
84 11 0 

283 16 0 
71 12 0 
14,217 11 0 


Commission 
Horse Expenses 
Casli in liand 
A. B. Bank 
Income Tax 
Oil for Machinery 
Machinery 
Loan of, A. Jones 

Total £112,846 9 0 £ll2,84(i'~9~0 

Stock at the end of the year was S23,339 Us. Od. 
After creating a Bad Debts Reserve of 5 per cent, on 
Debtors provide for discount at 2^ per cent, on Debtors 
and Creditors; provide for depreciation of Machinery 
at the rate of 10 per cent, per annum; allow .0 per cent, 
interest on Loans and Capital (ignoring interest on 
Dravings): — 

(8) From the following Trial Balance on 30tli 
Jime 1922 prepare the Trading Account, Profit and 
Loss account and Balance Sheet: — 


Capital 

Plant and Machi- 
nery 

Stock 1-1-1922 

Purchases 

Sales 

Manufacturing 

wages 

Selling Expenses 


£ 991 Salaries 300 

Insurance 9 

425 Rent Received 19 

956 Bad Debts 26 

1,054 Cash 81 

7,039 Travelling Expenses 143 

Discount 70 

597 Bank interest 15 

465 Reserve for Bad Debts 70 
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Wages 

1,754 

Sundry Debtors 

2,025 

Carriage 

59 

Sundry Creditors 

230 

Advertising . 

65 

Bank Overdraft 

95 

Rates and Taxes 

185 

Drawings 

165 

Office Expenses 

50 




The stock on 30tli June, 1922, was valued at £835. 

(1) Allow Depreciation on Plant and Machinery 
at the rate of 10 p. c. per annum. 

(2) Carry forward & 50 for Bad Debts. 

(3) Reserve for discoxint 2i®/o on the sum expected 
to be recovered from the Sundry Debtors. 

. (9) The following is a Trial Balance of 
Mr. Madan Lai as on December 31st, 1918 

Capital 30,000 

Stock 1st January 1918 25,000 

. Freehold Premises 10,000 

Purchases 50,000 

Wages (productive) 15,000 

„ (Non-productive) 3,500 

Manager’s salary 2,000 

Rates, Taxes and Insurance 1,200 

Interest 450 

Rent 100 

Commission 30 

Sales 90,000 

Reserve for Bad and Doubtful Debts 820 

Discount and Commission 1,750 

2,000 . 


Bad Debts 

260 

General Expenses 

2,800 

Repairs 

900 

Cash at Bank and in hand 

1,100 

Plant and Machinery 

27,000 

Sundry Creditors 

28,000 

Sundry Debtors 

31,000 

Loan 

25,000 


1,73,950 1,73,950 

Provide for depreciation c 

in Plant and Machinery 


7^ per cent and make a resei've of 5 per cent on 
Debtors for Bad and Doubtful Debts. 

Adjust. 

(rt) Unexpired insurance Re. 300. 

(ft) Rent Re. too due but not received. 

(c) Allow interest 5 per cent on loan. 

Stock at 31st December 1918 is Re. 30,000. 

Prepare Trading and Profit and Loss Accounts and 
Balance Sheet. 

(10) Prom, the following particulars extracted from 
the books of Atmaram prepare a Trading and profit 
and loss Accounts for the year ended 31st December, 
1930, and also a Balance Sheet as on that date. 



Rs. 

Stock-lst Jan. 

65,892 

Cash 

125 

Bank Overdraft 

8,060 

Bad Debts 

790 

Patents xrnexpi- 


Repairs to Build- 


red 

1,560 

. iiigs 

56 

Loan 

17,750 


Diterest on Over- 


Capital « 

1,50,000 

r draft 

260 

Freehold Pro- 


Bent received 

260 

mises (1st Jan.) 

5,026 

Plant and Jilachi- 


Wages (Produc- 


nery 

10,14') 

tivo) 

25,090 

Salaries, etc. 

3,140 

Salaries 

2,060 

Bates and Taxes 

1,578 

Bad Debts reserve 


Debtors 

5,175 

(1st Jan.) 

150 

Sundry Trade 


Sundry Creditors 

9,086 

Expenses 

275 

Outward B.o turns 

1,500 

Purchases ■ 

5,69,842 

Sales 

5,04,203 


Value of Stock, 3 1st Dec., Rs. l,20,l)r)O. 

,Tlie following udjnstnieiits are necessary before 
closing tlie accounts 

(ffl) Depreciation to be -written off Plant and 
Maebinery at the rate of 71r% i)ci- annum, patents 
io^/o, and Premises 5%. 

(b) Provision for bad and doubtful debts at 5%. 

(11) From the fallowing Trial Balance as at 
January 1st., 1908 prepare Trading and profit and loss 


Accoiints and Balance Sheet: — 

& Cash in hand 2& 

Purchases (Materi- Debtors 2,725 

a-ls) 16,000 Stable expenses 195 

Discount (Dr. Bal” . Eepairs 105 

1,300 Sundry expenses 55 


(Produc- * Mortgage and Int. 
tivo) 9,828 to date 


3,050 
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Sales 
Salaries 
Trayellir^g Ex- 
penses 
Carriage 
Insni'ance 
Commissions 
'Rent and Rates 


30,000 Mortgage interest 
2,000 Buildings 
Macliinery 

600 Hoase and'Garts 
200 Stock on 1st 
150 January, 1907 
320 Capital 
500 Creditors 


150 

4,000 

1,500 

502 

5,760 

10,655 

2,100 


Make pro vision for rent and Rates nuespired £30 ; 
Dej)reciation on Buildings at 2^%; Machinery at 5%; 
Horses and Carts 7^, Bad Debts £150; Liability for 
Insurance £20; Disconnt on Sundry Drs. and Ors. 
at 2^- per cent; Stock on hand £6,075. 

(12) From the uiidei-mentioned ti'ial balance of 
Mr. Shri Ram prepare trading and Profit and Loss 
Accounts for the year ending 31st December, 1923 and 
also a Balance Sheet as on that date ; — 


Capital 

Cash in hand 

200 

45,600 

Cash at Bank 

1,500 


Salai'iea 

1,250 


Manufacturing Wages 

Sales 

18,760 

1,14,500 

• Sundry Drs. 

Sundry Crs. 

40,620 

18,240; 

Stock on hand (1-1-1923) 

20,500 


Purchases 

44,680 


Insurance 

, 180 


Bad Debts 

310 
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Patents 

3,000 

Plant and Machinery 

24,800 

Gsjmral expenses 

1,540 

Manufacturing Charges 

9,700 

Laud and Baildings 

20,000 

Furnitures and Fittings 

2,000 

Sales returns and allowances 

300' 

Purchases do. 


Bates and Taxes 

200' 

Discouiita 

1,650 

Bad Debts Reserve 


Bank Charges 

270 

Loan 



10,000 


^^191, 460 £191,460 


Before closing' tlie accounts the following adjust- 
meuts to be made : — 

(1) Charge £250' for Manager’s bonus, 

(2) Write off for depreciation: 7 ^ per cent on 
Machinery and Plant; 5 per cent on Furniture and 
Fittings; and one-tenth of the value of Patents. 

(3) Bad lOebts Eoserve to be maintained at 5''/o of 
the amount owing by Sundry Ilebtors, 

(4) Carry forward £100 of the amount paid for 
insurance. 

(5) The value of the Stock on hand £8,000, 


(■J3) Tb5 following are the Ledger Balances as on 
.'list December, 1927 of IVlr. Fakir Cliand. Es. 


Capital - 

39,104 

Loan 

20,000 

Plant and Machinery 

21,4(50 

Freehold Property 

21,235 

Rent received from sublets 

405 

Sales 

65,246 

Furnitui'e and Fittings 

1,540 

Sundry Debtors 

20,500 

Bad Debts 

185 

Trade Expenses 

308 

Cash. 

397, 

Bank Overdraft 

8,575 ' 

Law Charges 

350 

Rent, Rates and Insurance 

74,2 

Salaries 

1,440 

Manufacturing Wages 

15,331 

Repairs 

217 

Reserve for Bad and Doubtful Debts 

750 

Sundry Creditors 

2,3®9 

Stock on 1st January, 1927 

11,811 

Bank Interest and Commission 

494 

Manager’s bouse rent 

450 

Carriage 

931 

Pui’chasGs 

88,699 

Agents' Commission 

299 


(1) Ik'ovide for depreciation on Plant and 
Macliiuery at 10 per cent and on Furnitnre and Fittings 
at 6 per cent. 
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(2) Bring up tlie Eeserve for Bad and Doubtful 
Debts to 5 per cent of the amount owing by Sundry 
Debtors. 

(3) Garry forwai-d Bs. 50 as unexpired insurance,. 
Stock on hand on 31st December, 1927 was valued 

at Rs. 17,000. You are required to prepare the Trading- 
Account Profit and Loss Account and Balance Sheet, 
as on 3!st December 1927. 

(U) On 30th June, 1917, the books of Brown 
showed the undermentioned balances. Prepare the 
Trading Acconnt, Profit and Loss Account, and Balance 
Sheet of the firm as at that date 

» Capital 
Drawings 

Preehold Land and Buildings 
Plant and Machinery 
Furniture 
Stock of Goods 
Puroliases 

Discounts 
Eetiirns Outwards 
Carriage on .Purcliases 
Wages and Salaries 
Sundry Debtors 
Suncli-y Creditors 
Bad Debts 

Eeserve for Bad Debts 
Bates and Taxes 
General Expenses 
Cash at Bank 


£, 

s. 

d. 

12,172 

9 

6 

1,000 

0 

0 

5,000 

0 

0 

2,500 

0 

0 

500 

0 

0 

4,1 60 

0 

0 

12,736 

14 

3 

21,283 

14 

7 

171 

3 

7 

164 

3 

9 

472 

15 

2 

1,227 

10 

0 

5,445 

14 

3 

2,454 

3 

7 

250 

0 

0 

750 

0 

0 

187 

15 

0 

1,338 

2 

3 

1,844 

16 

11 


(•1V9 ) . 

Stock of Goods on SOfcli June, 1917 was vnlned 
at £4,500. Ifiterest at the rate of 5 per cent per aiinnni 
is to be allowed on the capital. Depreciate Plant and ’ 
krachir:ery by 10 p. c. and make an additional lo.sei’ve 
of 5 p. c. on the Sundry Debtors for Bad and Doubtful 
debts. The Bates and Taxe.s paid were for the period 
from 1st April to 30th September, 1917. 

(15) Trial Balance as on 31-12-1926. 



Dr. 



Or. 


£ s. 

d. 

£ 

s. d. 

Capital 



5,000 

0 0 

Drawing Acconnt 

684 1 

7 



Land and Buildings 

2,500 0 

0 



Plant and Miacliiuei-y 

1,426 17 

7 



Diirniture and Fixtures 

125 8 

4 



Carriage 

437 1 

4 



Wages (Manufacturing) 

2,147 6 

1 



Salaries 

467 10 

0 



B. D. Beserve (as on 





1st January 1926) 



247 

6 2 

Sales 



9,122 

16 9 

Sales Beturns 

176 2 

7 



Bank Charges and Interest 

14 4 

6 



Coal, Gas and Water 

72 1 

7 



Bate.s and Taxes 

84 7 

6 



Discount Account 



12 

7 6 

Purchases 

4,216 17 

2 



Purchases Beturns 



846 

2 2 

Cash on hand 

127 10 

0 



Trade Expenses 

49 1 

9 
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Sundry i)rs. 
Sundry Crs. 

" Stock 

G eneral Expenses 
Fire Iiisiii'ance 
Commissions 
Bank 


781 15 9 

'2,217 15 1 

2,642 14 8 
149 1 5 
49 15 0 

SO 0 0 

1,344 4 10 


Total 17,496 7 8 17,496 7 8 


Before preparing Trading P. & L. a/o and B/S 
oliarge Depreciation on Laud Building Account at 
2-1- per cent, on Plant and Machinery at 10 per cent 
ajid on Furniture and Fixtures at 10 per (jent. Make a 
reserve of 5 per cent on tire Sundry Debtors for 
Bad Debts. Carry forward tlie following unexpired 
amounts ; — 

(1) Fire Insurance 12 7 2 

(2) Bates and Taxes 24 2 6 

(3) Apprentice Premiums 40 0 0 

Allow 5 per cent intere.st on Oairital but not on 

Drawings. Stock on hand £ 1732 9 11. Prepare 
trading and P, & L. a/cs. & B/S. 

(16) From the following T/B of Mr. Eobert Jones 
extracted on 30th June 1932 for tho year pre[)aro 
Trading, and Profit and Loss Accounts and Balance 
Sheet. 

Capital £ 6,060 Drawings £ 1,000 

Sales 12,000 Purohasos 4,000 


Loan 

1,000 

Machinery & Plant 

1,500 

Land & Buildings 

2,000 

Creditors 

500 

Wag-es 

3,000 

Debtors 

1,500 

Bates and Taxes 

40 

Bills Receivable 

800 

Insurance 

10 

Carriage 

150 

Sundiy Expenses 

200 

Stock (Opening) 

4,000 

Cash 

50 

Banlr 

1,250 


Oliarge depreciation oh Land and Euildiiigs 2-J-o/o, 
OH Machinery and Plant 5%. Allow 5<>/o inte^rest’oii 
Loan as well as on Capital. No interest is to be 
charged on drawings Provide 5% lor bad and doubtful 
debts and £25 for discount. Stock on aoth June, 1982 
£800. 

(17) Prepare liaal accounts of John Oombiue, Steel 
Merchant on Dec. 31, 1921. Stock on that date valued 
at £ 8,500 write off £400 Bad debts, and rnaimaiu a 
reserve of 5% on the renxaiuiiig debtors balances bo 
allow for bad and doubtful debts. Depreciate plant 
10%. Allow interest on Capital at 6% per annum, 
J. Combine had put in £1,000 on 1st Dec., 1921. 


Trial Balance on 31st December, 1921. 


Stock 

9,600 

Capital 

5,000 

Wages 

3,200 

Bills Payable 

500 

Railway freight 

500 

Bank 

400 

Purchases 

12,000 

Sales 

25,OoO 
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Interest 

20 Res. for Bad debts 500 

Bills Receivable 

600 Discount 

400 

Rent Rates etc. 

260 Creditors 

2,330 

Plant & Macliinery 

2,000 


Travelling Expenses 

500 


Repairs 

160 


Gasb 

200 


I)isconii4 

500 


Returns 

100 


Debtors 

3,500 


OlBce expenses 

500 


Dra-wings 

500 


& 34,ia0 

£ 84,130 


CHAPTER Vll. 

Errors and their rectificaHon. 

It happens that the two sides of a Trial Balance do 
not agree and it is not always practicable to go over 
air the postings and totals for some reason or the other. 
In Such a ease the following procediu'e is likely to lead 
to the detection of errors. 

1. First of all the difference between the two 
sides shoxild be ascertained. If the difference consists 
of Eiipees, Annas and Pies say Rs. 272-8-6. (or in £-s-d 
if tlie accounts are in the English cnrreticy) it is just 
possible that an item of that maeh amonnt has been 
forgotten at the time of posting. 

2.. Sometimes the reason of a mistake is that an 
item of debit side has been posted on the credit, or 
vice versa; in sucli a case the mistake is likely to be 
traced if tlie difference is divided by 2 and an item of 
that amount searched out. 

3. If the difference is of 100,10,1 or the like, it is 
very likely that one of the totals is wrong. 

4. If the difference is 9,99,999 this is most probably 
due to posting 1 in place of 10 or 10 in place of 100 and 
so on. 

5. If the difference is of ff-0-11, or 0-15-0 it is just 
possible that it is due to writing one pie for one anna, 
or one anna for one rupee. Similar mistakes ariise from 
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the reversal of figru'es in manj^ othon' cases sa_)’ Ks. 2’ 
ill place ol annas 2, 0-6-9 in place of 6-9-0 and so on. 

6. If of course tbereis an eriw dn.ft to a ooinbinar 
tioii of many mistakes it is difficult to trace tlie .Siiino- 
easily. 

Failing' every other way the only way left is to 
g'o over the ground once more and U> chock postings 
and the totals.. 

Suspense account— If nnfortunately the mistake 
could not be found and there is no time left to wait for 
the detection, both sides of the trial balance are made to 
agree by writing the difference to the Suspen.se Account 
on the side having' le5.s total and thus making up the 
deficit. When inistake.s are traced they are written 
back to the suspemso account ali-eady created and so 
it is automatically closed when all the mistakes are 
traced. 

Wlien there is some- uncertainty about any 
account, suspense account is nho made use of. Sixppose 
money is received and it is not known who has sent 
it till the time the party is not traced the amount will 
remain credited to Suspense Account. Again suppose 
goods are lost or are not traced lor the time being, the 
amoixnt is placed to a suspense aeeonnt. .A.s explained 
before it is also made use of when an expenditure 
incurred is to he apportioned over a number of years, 
e. ff. Advertising' Suspense Account, 

Rectification, 

If the errors are traced before the final accounts 
are prepared they can be corrected under initials of 
some responsible person, "but if they are traced later on 
rectifying entries will have to be passed. 
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The 00 , sy process of writing such an entry is that 
tlie correct entry sliould he written on a piece of papar 
and also the entry wrongly passed and then effort 
should be made by writing a third entiy to neutralise 
the effect of the wrong enti-y and to take np the item 
necessary to conform the wrong entiy to the right 
one. e.g. Cash sale Rs. 200 credited to ITurniture account 
wrongly will be treated as follows:— 

The correct entiy: — 

Cash Dr. Es. 200 

To Goods a/c. Rs. 200 

The entry wrongly passed: — 

Cash Dr. Rs. 200 

To Fnrnitnre a/c. Rs. 200 

The goods account ought to have got credit while 
it is given to the Furniture account, so in this case onr 
attempt sliould be to eliminate tbe .Furniture account 
and to give credit to the Goods account which will be 
done by the following entry: — 

Furniture a/c Dr. Rs. 200 

To Goods a/c Rs. 200 

The result of this entry will be that the Furniture 
account will he squared and the Goods account will get 
credit for Rs. 200. 

Example — A book-keeper finds tliat his Trial 
Balance debit side is short by Rs. 308-2-9 and so he for 
the time being balances the sides by putting the 
difference to Suspense account. Later on he finds 
that:— 

(a) Goods of Rs. 302-9-0» sold to Rama & Co, 
were posted to their account as 32-9-0 
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(b) Furniture of Es. 725 purchased was posted 

to Goods account. 

(c) Tiie debit side addition of Eama’s aetiount 

wasuiridercast by Es. 2S-2-9, 

(d) Es. 10 si)eiit on purchase of postaj^e stamps 

was not posted. 

Show liovv the adjusthig entries will be iimde and 
what will be their effect oji the profit figure. 

Journal 


[a] Eama & Co. Dr. 

To Suspense a/c 
Tlie difference ( Es. 302- 
9-0 less Es. 32-9-0) in 
posting adjusted. 


[b] Furniture a/c Dj'. 

To Goods a/c 
■ Purchase of furnitaro 
Wrongly posted to Goods, 
account now adjusted. 


[c] Eama Dr. 

To Suspeu.se a/o 
The undercasting of 
Eama’s account adjusted. 


[d] Postage a/c Dr. 

To Suspense a/o 
Es. 10 postage not posted 
to that account now 
adjusted. *> 
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Suspense 

A ccount. 

To difference 

By E,ama,& 

inbooks 8(»8 2 9 

Go. 270 0 0 


„ Eama 28 2 9 


„ Postage a/c 10 0 0 

308 2 9 

308 2 9 


Tiie effect of these entries on the Profit and Loss 
account will be;-T- 

Entry fa) no effect. 

„ (1)) profit increased by Ils. 725-0-0. 

„ (c) — no effect. 

„ (dj — profit reduced by P.S. 10-0-0. 

The profit will be, increased by Es. 715 as will be 
soon from the P. & L. a/c given below. 

P. & L. Account. 

To suspense a/c 10 0 0 | By Friruitare a/c 725 0 0 

Errors in Calculations. 

Sometimes errors are occasioned by the ignorance 
of the proper methods of calculations and whore 
lengthy processes are adopted 1j;iey give an occasion 
for many errors which can be avoided easily. 


Very often for the sake of calculating interest, 
discount, or for any other pui'pose, it is found necessary 
id find 1-|- per cent, 2^ per cent, 3f per cent, 5 per cent, 
or some sucli percentage then the process of multiply- 
ing the amount by the per cent and dividing the result 
by 100 involves much calculation. The following 
methods -will be found very useful. 

To find 5% divide the amount by 20 orally. 

5% of Es, 7243-8-9 is Es. 362-2-10. 

To find divide the amount by 20 and the 
result by 4. 

To find 3|-% find 5% and deduct 1:|- per cent from 
the same. 

Generally one or the other combinations can bo 
easily found to suit the required calculation. 

Exercise VII. 

(1) How will you rectify the following mistakes. 
Give journal entries where necessary: — 

{a) Cost of goods charged to freight 

account. 60 0 0 

(6) Goods sold to A written to B's 

account 100 0 0 

(c) Bad debts wu-itten off in previous 

years realised credited to debtors 70 0 0 

(d) Eepairs made debited to Building 

account 140 0 0 

Give the result of jihese corrections on the Profit 
and Loss account. 


(2) .Show the effect of the following mistakes on 

the Profit and Loss acconnt. . 

(«) Rs. 250 paid for office fnrn^tare debited to 
Trade expenses. 

(h) Invoice for Rs. 23,000 for goods pnrchased 
has not been passed through books, although 
the goods are included in the stock. 

(e) Machinery sold for Bs. 2,500 posted as cash 
sales. 

(d) Cash received in respect of Book Debts 
Bs. 200 posted as cash sales. 

Pass the necessary adjusting entries. 

(3) On 31st December, 1917 a merchant's Profit 
and Loss Account showed a credit balance of Rs. 3,200 
befoj'6 making tlie following adjustments which you 
are now required to make and prepare therefrom jin 
amended Profit and Loss Account; — 

(d) Unexpired Insurance Bs. 75. 

(b) Unpaid salaries Rs. 200, 

(c) Rent at Rs. 600 per annum is paid only upto 
31st October, 1917. 

(d) Wages Rs. 825 paid for erection of new 
machineiy, but debited to Avages account 
to he now transferred to Machinejy account. 

(4) Explain the effect of the following mistakes 
on tlie Profit and Loss account:— 

(a) Rs. 250 paid for of&c8 furniture charged to 
repairs account. 
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(h) Es. 150 rout received credited to ^Mr. Earn, 
(c) Rs. 150 realised from debtors debited to 

personal account. 

(5) A book-keeper fiiid.s in his Trial Balance an 
exce.ss credit Jis. (59— 4-3. He balances tlio books by 
carryino' this aiaount to Busponse Aocoimt. You dis- 
cover that: — 

( i ) Es. 34-6-0 paid to A have been credited to 
his account as Rs. 43-6-0. 

( ii) a purchase of Furniture for .Rs. 145-8-0 
posted to the Purchases Account. 

(iii) an expenditure of Rs. 158 on repairs has 
boon debited to Biuldiag's Account. 

(iv) Rs. 80 w(3ro allowed by B. as discount, this 
has not been entered jn the books. 

(v) a sum of Rs. 125-0-9 realised on the sale 
of old furniture lias been posted to Sales, 

Give the necessary entries. 

(6) In taking ont Trial Balance, a boolt-keeper 
find,s that he is “out” Rs. 59-10-8 excess debit. Being 
desirous of closing In's books he carries the amount to 
Suspense Account. Later on he discovers: — 

(a) that a pnrcliase of Rs. 83- 9-0. has been 
debited to a creditor as Rs. 38-11-9. 

(&) that snm of Rs. 62- 10 written off for 
depreciation has not been posted to deprecia- 
tion account. 

(e) that Rs .1000 paid for Furniture purchased 
, had been, charged to the ordinary purchase 
account; , 


M that a disoount of Es. 15^4-6 allowed to a 

SiTh'-dttd 

«iv0 fc},e adjusting, entries for these mistakes and 
prepare the Suspense Account. -State also the ultimate 
effects fche.se corx-eoting^ 

(7) In taking out a Trial Balance, a book-keener 
found tiiat the credit side i.s in exce.ss by R.s. 

01 wh ich he opened Suspense Account and it is carried 
forward. In the next period he discovers that-L 

(«) a credit item of Rs 8 a.-q_n n 

debited to a personal account as Rs dS-lltg' 

(»} a sam of Ba. 162-I2-.0 writtoa off 
Tixtuie as depreciation has not been posted 
to depreciation account but is charged to 
the 01 diiiary Purchases account- 

Give the correcting entries, and prepare the 
Suspense Account. State also Rie ultimate effect of 
tJiese correcting entries on the Profit andLoss Account 
Give the balance of the Suspense account if any. 


CHAPTER Vlff. 

Consignments and Joint Ventures. 

In these days of large scale production inantt' 
faoturers and trader’s are constantly on the look-out to 
find markets for their goods. By means of easy means 
of communication and effective advertisement, it has 
become easier to find persons who will undertake to 
sell goods on commission. The shipments of goods sent 
to such persons for sale on behalf of the sender are 
tecjinically known as consignments. The trader who 
sends such goods is known as the consignor and the 
person to whom the goods are sent the consignee. 

- After the preliminary agreement regarding com- 
mission etc. is made, goods are sent to the comsignee. 
The usual function of the consignee is to sell tlie goods 
and to charge commission foi- the same. Sometimes he 
is allowed some extra commissioii called del credre 
Commission for bolding himself .rosponsiblo for the 
credit sales; and so in ease any party becomes insolvent 
or for some reason or the other fails to pay the dues 
the consignee has to make good the loss in j’eturn for 
this extra commission. . . 

The consignor sends to his consignee Pro Forma 
Invoice which is a special form of invoice. It shows 
the quantity and description of goods but the price 
stated is merely to indicate the minimum below which 


tlio goods are not to be sold. After the goods are sold 
the consignee submits the.aoeount of the sale effected 
by liim technically known as the Account Sale (A/S)" 
and it shows the sale proceeds, the expenses incurred 
and also the commission of the consignee. 


Account Sale of 100 cases of cotton goods received 
from Messrs Arthur Bros., London per S. S. Calcutta. 



Sydney, 15th January, 1928. 

After this statement is received the consignment 
transaction is closed and profit and loss on the transac- 
tion is ascertained. 
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Consignments differ from sales. In tlie 'case of tlie 
latter ownership passes immediately, bnt in the case of 
the former it remains with the consignor and will pass 
only when sale' is effected. In the ease of sale tlie 
relation between the parties is that of a debtor and 
creditor, but that between a consignor and a consignee 
IS that of a principal and an agent. Goods once sold 
are seldom returned, but goods consigned are returned 
if not sold. 

The subject of consignment can be divided into 
two parts (1) consignment outwards meaning goods 
sent out for sale, and (2) consignment inwards 
meaning goods received for sale. The consignment is 
called consignment outwards in the books of the 
consignor but the same is called consignment Inwards 
in the hooks of the consignee. 

Usually separate sets of books ai'e maintained by 
those who have always to send a large number of 
consignments but those who now and then consign 
goods do not maintain a separate set of books but pass 
entries of such transactions through the ordinary 
books. 

Each consignment is distingirished from the other 
by some distinctive name or number. Sometim.es it is 
styled after tbe name of the consignee or the place of 
the same or it is given a number e. g. consignment 
Ho. 26, Consignment* to London or Consignment to 
Eobertson. 
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Entries relating to consignment outwards. 

In the books of the consignor the following entries 
will be passed:— , 

(11 When goods are consigned debit Consignment 
Account and credit Goods on Consignment Aecoiint, The 
g’oods are of conrse usually Talued. at cost price. 

(2) When expenses for freight and other charges 
are iircurred debit consignment account and credit cash 
or personal account according as the expenses are cash 
or credit. 

(3) On receipt of money or a bill from the con- 
signee, he should be credited for the account while 
the Bill or Gash or Bank account should be debited. 
If the bill is discounted the discount should be charged 
to consignment account, though of course there are 
some aocoiintants who treat it as an ordinary business 
loss and charge it to Profit and Loss account direct. ’ 

(4) When the ‘Account sale’ is received, con- 
signment account should be debited for all expenses 
and the commission charged and the consignee 
credited for the total amount. 

(6) Por the amount of sale proceeds the consignee 
should be debited and consignment accoixnt credited. 

(6) The consignment account should be closed by 
transferring the balance to the P. & L. account. In 
case tliere is a profit the consignment account will be 
debited and the P. & L. account will be credited. The 
re verse will be the entry if there is a loss. 
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(7) The consignee’s account 'will novr show the 
iiinount he owes and his account will be credited with 
the amount of cash or cheque he sends and his account 
will he-'closed when full dues will be realised from him. 
In case his account shows a credit balance which is 
rarely the case, it will be closed when he will be given 
the balance due to him. 

(8) The Goods sent on Consignment account will 
now remain in the books and will be closed by debiting 
it and crediting the Trading Account. 

In the above entries it has been assumed that all 
the goods consigned have been sold but there are two 
other possibilities (a) goods have not at all been sold 
at the time of closing or (b) they have been partly sold. 

As has been already explained there will be no 
difficulty if the consignment is not at all sold. 
Then the consignment account will he .shown as an 
asset in the balance sheet, but if the goods are 
partly sold a little adjustment will be necessary. 
The balance of stock will have to be ascertained 
and priced as usual. In addition the proportionate 
charges of the consignment will have to he added to it. 
The cost price of the stock and the proportionate share 
of expenses put together will show the real price of the 
balance of the consignment and with this amount the 
closing stock will be debited and the consignment 
account credited. If the expenses incurred for all the 
goods are not proportionately divided, the goods sold 
will have to boar all the expenses, which will not ho 
reasonable and again tJie amount of profit will be 
reduced unnecessaiily. 
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If oonsignment account is shown as an asset in 
the Balance Sheet the consignee’s account for advances 
made by him is generally shown as a deduction from 
the consignment account thus: — • , 

Balance Sheet. 


Liabilities 


Assets 

Consignment 1287 

Less advance 
from Roberts 500 

787 


This very thing can as well be shown as: — 


Balance Sheet. 

Roberts 500 0 0 | Consignment 1287 0 *0 


Example:— On 15th Jan., 1927, Mr. Low consigned 
100 bales of cotton goods from Lancashire to Mr. H. 
Ford, Cape Town @ £. 135-10-0 a bale, and paid freight 
g 27-10-0 shipping charges 2-7-0 Insurance g 22-12-6. 
On 27th Feb., he drew a bill for g 10,000 and got it 
discounted by paying g 15-13-6. On 28th April, 
an account sale showing a sale of 60 bales @ g 150. 
a bale, and of 40 at g 145-10-0 a bale was received. 
The consignee paid landing charges g 17-1-0 and 
charged 5 per cent commission bn sales. Mr. Low drew 
lipon Mr. Ford a bill for liie balance. Give the 
nocossajy entries in the books of the consignor. 


CONSIGNOR’S ROOKS. 
Journal. 



“I rx" 

XXX 

^(Jonsigp.inents a/c Or. 
To goods sent on 
consignment a/c 
(For the cost of 100 
bales @ £ 185-10-0 
sent on consign- 
ment to Cape 
Town.) 

13,550 0 0 

13,550 0 0 

Consignment a/c Dr. 
To Cash 

(.For payment in cash 
of freight £27-10-0 
shipping cliarges 
£ 2-7-0 and insn- 
rance charges 
£ 22-12-6). 

52 9 6 

■ 

52 9 6 

J B/E, account Dr. 

To Ford 

1 (For the amount of the 
bill drawn upon 

Mr. Ford.): 

10,000 0 0 

^10,000 0 0 

Consignment a/o Dr. 

To Discoiint 
(Being the amount of 
discount on the bill 
charged to consigm 
menta/c). 

15 13 6 

15 13 6 
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81 F6rd Dr. 

To Oomignmenfc a/e 

(For the sale pi-oeeeds 
40 bales @ £145-10-0 
60 bales @ £150-0-0 

14,820 0 0 

14,820 0, 0 

Consignment a/e Dr. 
To Ford 

(For his exps. £17-1 -0 
and commission @5% \ 
on £14820 £741-0) 

758 1 0 

[ 

758 1 0 

5 Consignment a/e Dr. 
To P. & L. a/o. 

(For profit transferred) 

443 16 0 

443 16, 0 

Goods sent on con- 
signment a/c Dr. 

To Trading a/c 

(For goods sent on 
consignment a/c 
transferred to the 
trading a/c.) ) 

13,550 0 0 

13,660 0 0 

B. B. account Dr. 

To Ford 

(For the bill drawn’ for 
the balance due form 
Mr. Ford.) 

4,061 19 0 

1 

4,061 19 0 
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LEDGER 

Consignment to Cape Town Accorant 


1927 



1927 




consignment. 

13,550 0 0 

Apl 28 

By Ford. 

14,820 0 0 


To Cftsli 

52 9 6 




P6b27 

„ Discount. 

15 13 6 




Apl 28 

„ Ford (exp.) 

758 1 C 





„ P. & L. a/o 

448 16 0 






14,820 0 0 



14,820 0 0 


Goods sent on Consignment Account 


Apr2B 

To Trading 


Jau 15 

By Consign- 


j 

Account 

13,550 0 0 


ment a/c 

13,550 0 0 


Ford (Consignee) 


Ap], 28 To Con- Feb. 27 By B. E. 10, 000-0-0 

signment 14,820-0-0 

Apl. 28 „ OoDsigii- 

irient 758- 1-0 
: „ „ B. E. 4,001-19-0 
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If Iio waver the Balance Sheet were to be prepared 
before any sale could take place say on the 31st March, 
1 927 the consignment account will bo shown as a delrit 
balance of £13,618-3-0 (». e. £13550 + 92-9-6-4-£15-13-6) 
and the Balance Sheet would have been as under;— 

Balance Sheet as on 31st March, 1927. 


Consignment a/c £ 13,618-3-0 
Less Advance 

from Ford. 10,000-0-0 


3,618-3-0 


Suppose that on 31st March, 1927 an advice is 
received tliat only 60 bales have been sold at £ 150-0 
a bale and we are asked to close the books the expenses 
will have to be apportioned as under: — 


Freight 
Shipping 
Insurance 
Landiirg Charges 


£27 10 0 
2 7 0 

22 12 6 
17 1 0 


69 10 6 


This amount is to be apportioned as 60:40 i. e. 3:2, 
therefore £ 41-1 4-4 will be charged to the present sale 
and £27-16-2 charged to the stock. 


( 


) 


Consigrment a/c 


1927 
Jan. IS 


Fob. 

Mar 


To good's 
.sent on 

menir”^ 13550- 0-0 
To Ga.sh 52- 9-6 
„ Discount 15-13-6 
,31 „ Charges 17- 1-0 
Gomnii- 

ssion 450- 0-0 
„ P.&L. a/c 362-12-2 

& 14,447-16-2 


Apl 1 To bal. 5,447-1 6-2| 

Ford (Consignee) 


Mar.31 By Ford sale 
of 60 bales 

at A 150('!U‘h 9,000- 0-0 
„ Stock 
40 bales (a} 
ic 135-10-0 
plu.s expenses 

27-16-2 5,447-16-2 


Mar31 To Consignment 

a/c 9,000-0-0| 
* „ balance 1467-1-Oi 


& 1 0,467 -1-0| 


MarBl By B. It. 10,000-0-0 
„ oxjrs. 17~l-() 
Commission 450-0-0 


&ro;46 7-i-o 
I Apl. 1 Bj'^ balaneo l467-i-0 
Sometimes when the consignment Ini.s not bocn 
fully sold the stock is sliown after including' tlio pro])or' 
tionaie c'liarges. If these charges are not included 
generaJlj’- it is given as stock at co.st price. 

Some traders do not debit con.signmcmt aceornit 
and credit ‘Goods sent on coirsignmont acciouiit’ at 
the cost price but -with the addilviou of a little 
percentage of profit. If tlio whole oomsignment is sold, 
there will be no distni'hance; but if tliere is stock on 
hand at the time of clo.sing and. the goods sent on con- 
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signm0nt_^account is transferred to tlie Trading account 
it will be credited not only witk the cost of the stock 
on hand but also with the profit percentage. It is for 
this reason that in such a ease the following adjusting 
entry is necessary for the amount of the jfi-ofit per- 
centage on the stock on hand. 

Goods sent on Consignment account Dr. 

To Consignment Reserve account. 

This will have the effect of reducing the credit of 
the Trading account and so the profit on the unsold 
stools; w:ill not be taken. When the whole stock is sold 
the consignment; Reserve account will be transferred 
to P. & L. account. 

Example — Consigned goods of Rs. 10000 {»oost 
piioe ) charging them 10"/o higlier. One fourth portion 
of the consignment is still unsold. Show the neces.sary 
adjustments. 

Tlie price of the balance umsold is cost price 
Rs. 2500 added to it the percentage of expenses Rs. 250 
■I e. Rs. 2750. 

Goods sent on consignment a/c 

To Consignment By consignment 

Reserve a/c 250' a/c 11,000 

„ Trading a/e 10,750 

11000 - 0-0 


11,000 
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Consignment Reserve Accownt. ' 

I By Goods sent on 

„ I Consigimient a/c 250-0-0 

The above account will bo ti’ansfen ed to P. & L. 
account when the whole stock will be sold and till then 
this balance will appear in the Balance Sheet. 

Consignment Inwards. 

It has already been explained that to the con, signor 
the consignment is Consignment Outwards but to the 
consignee the same is Consignment Inwards. In this 
ease he receives goods for effecting sale and charges 
his commission. Ho will only hold the goods in trust 
for *his principal till they are sold or returned back 
and will sell them at the price indicated by the Fro 
Forma Invoice. 

' The following entries wiU be passed, in the books 
of the consignee. 

1. On receipt of the goods, ho entry will be pass- 
ed, biit in a statistical book record will be made of 
goods received as per Fro Forma Invoice. 

2. If any expenses are inoim-ed, debit the con- 
signor and credit cash or presonal accoTint according 
as the transaction is cash or credit. 

3. When a bill, cheque or casli is sent to the 
consignor or a bill is accepted for him, debit consignor 
and credit B. P. bank »r cash account as the case 
may be. 



4. Wken the sale is effected debit cash, or party 
and credit the consignor according as the sale is cash 
or credit. 

5. Por commission, debit cosigner and -, credit 
commission account. 

6. When account is closed by paying the balance 
or by a bill for the same debit consignor and credit biJl 
or cash, as is the case. If the consignment is fully sold 
or partly sold or absolutely unsold, the position of the 
consignee is not affected. 

Taking the same example the entries will be;— 


Consignee’s Books. 

Journal. 

ft ft 


To (Consignor) Dr. 

17 1 0 


To cash 


17 1 0 

(Dor landing charges) 




10,000 0 0 


To B. P. 


10,000 0 0 

(For draft accepted as 



advance against the con-. 



signment) 



Cash Dr. 

14,820 0 0 


To Low 


14,820 0 0 

(For the sale proceeds 



of 100 bales) 

* 
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Low 

Dr. 

T4i 0 0 


To Commission 

(I'oi- commission at 5% on 

£14820-0-0) 


741 0 0 

Low 

Dr. 

4,061 19 0 


ToB. P. 

(Por accepting the bill of 
Low for the bedauce), ! 


4,061 19 0 


Low (Consignor) 


To cash 

17 

1 

0 

By Cash, 

14,820 0 0 

n B. P. 

10,000 

0 

0 



„ Commission 

741 

0 

0 



„ B. P. 

4,061 

19 

0 




14,820 

0 

0 


14,820 0 0 


There is also one nioi'e method that is followed 
by some accountants and is called the iirariiml motliod 
as opposed to tlie theoritical one explained above. 


Second Method. 

1. Open a consrgnmeiit Inwards account, and 



(loliit, the saino \vitli the Pro Forma invoice price of the 
o'oods iTcoi vcfl, iind credit the consignor, 

2. For expenses debit Consignment Inwards 
:u;c,-)unt, aiul cnolit cash or person according as the 
cx])onses are paid for or are to bo paid. 

H. When advance is sent debit consignor, and 
credit bill or cash . 

4. For sale debit person or cash according as the 
sale is cash or credit and credit Consignment Inwards 
account. 

5. For eommissioii debit Consignment Inwards 
account, and credit commission account., 

6. Transfer the balance of the Consignment 
Inwards account to the consignor’s account. 

7. Debit consignor, and credit ca.sh or bill sent 
to him to settle the account. 

If however thin e is a balance of stock unsold the 
Consignment Inwards aocount shoidd be credited with 
the price of the stock on hand, and the ba.lance cariicd 
down. The same amnnnt will be shown as a credit 
balance in tlie consignor’s account. , 

The main caaise of difference between the tivo 
niothods is that in the finst method no entry is made 
for goods received for sale, but in the second this is 
recorded liy giving credit to the consignor. The 
objection to tlie second method is that no relation 
of the nature of a debtor or* creditor is created by 


( 208 J 

simply accepting a consignment for sale bat by- 
crediting tbe consignor in our books for the goods 
•consigned, we assume undue responsibility. But it is 
contended thg-t mere statistical record is not satis- 
factory. Again the consignee is also interested in the 
result of the eoirsignment, aud whether there is a 
profit or not can be better ascertained by following 
the second method. However the first method is 
more simple though it may not be so perfect as the 
second. 

Taking the same example the entries by the second 
method will be • 

Consignee’s books. 


Consignment Inwards a/c. 

Dr. 

To Low ( Consignor ) 

-• (For goods received on 
consignment.) 


Consignmentlnwards a/c. Dr. 


To cash 

(For landing charges) 


Low Dr; 

ToB.P. 

(For bill accepted by way 
' of advance.) . 


13,550 0 Oj 


10,000 0 0 


13,550 0 0 


10,000 0 0 


To consignment Inwards 
a,/o. 

(For sale of the goods). 
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Low (Consignor) 


ToB.P. , 10,000 0 0 


14,061 19 0 


By Consign - 
inent In- 
wards % 13,550 0 


14,061 19 0 


Assuming that in the above example only '90 bales 
have been sold for £13,500 and the balance of Mr. Low’s 
account £2807-19-0 has been adjusted by means of a 
B.'-P., the accounts will appear as under: — 

Consignment Inwards a/c. 


To Low 
„ Cash 


13,550 0 0 
17 1 0 


„ Commission 
5% on 13500 675 0 0 

„ Balance - 
transferred 

to Low 612 19 0 


14,855 0 0 


By Cash 1 3,500 0 0 

„ Stock 10 
bales at 

£135-10 1,355 0 0 


14,855 0 0 
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Low (Consignor). 


By Consign* 
ment In- 
wards 13,550 0 0 

„ Ti-ansfer 
from con- 
signment 

account 612 19 0 

19 0 14^162 19 ' 0 

ByBal. b/d 1,355 0 0 

Ihe amount of the second bill is arrived at as 
under: — 

Sale proceeds £13,500 0 0 

Less expenses. 17 1 0 ’ 

„ Commission 675 0 0 

» P- 10,000 0 0 10,692 1 0 

£ 2,807 19 0 

Joint Venture. 

To (pu)te Bell’s Principles, ‘Joint Adventure or 
.loint Trade is a partnership confined to a particular 
adventure, speculation, course of trade or voyage and 
in which the partner,s, either latent or known, use no 
firm or social name, and incur no responsibility beyond 
the limits of the adventure.’ In short it is a joint 
trading by two or more fii’ms or persons who provide 


To B. P. 10,000 0 0 

„ „ 2,807 19 0 

,, Stock 1,3.55 0 0 
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for the cost of the goods and expenses apd later on 
share the profit or loss of the transaction. It is also 
cfilled Joint Account, Joint Consignment or Joint 
Venture. It differs from the Consignment as in this 
all the parties are partners, while in the latter one is a 
principal and the other is his agent. Moreover all the 
partners share profits and losses, while the agent has 
nothing to do with the profit or loss his remniieration 
being his commission. 

This temporary partnership is formed generally 
with a view to reap additional advantage by the 
combination. Some one may have good financial 
resources, another may have the advantage of buying 
on very favoujuble terms; another may have good 
opportunities of selling the goods at veiy lucrative 
prices. 

Each party opens in his books a joint venture 
acscount and debits and credits the same for the 
necessary operations. There is also a personal account 
of his temporary partner who is debited for all 
benefits given to him and credited for all benefits 
given by him. When the venture terminates the 
joint adventure account is closed by transforiing the 
profit or loss to the parties in the proportion agreed 
upon. 

So in the books of each of the parties there will be 
a Joint Venture account and one or more personal 
accounts as the case may be. The joint venture 
account iii each case will be the same. The personal 
account will be closed by taking or giving whatever 
is due. 
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Somet,i tries one of the parties is entrusted with 
the sole management and he is given some extra 
remuneration for the additional work, and it is chargeU 
to the joint venture account. In many cases interest 
for sums advanced by the parties is also charged to 
this account and credited to the parties. 

IE at the time of closing, the venture is not 
complete tlie joint venture account, and the parties’ 
accounts wiU be shown in the Balance Sheet. 

The following entries should be passed for lecord- 
ing the joint adventure transactions ; — 

(1) Debit Joint Venture account for all expenses 
incurred for the same including the cost of goods, and 
credit cash or personal accounts according as the 
transaction is cash or credit, 

(2) Wlion the sale is effected debit cash or 
person, and credit joint venture account according as 
the transaction is cash or credit. 

(H) If the other party incurs any expenses, or 
purchases goods, debit joint venture account and 
credit the party. For sale e:ffieoted by him debit his 
account (or debtors if a credit sale) and credit the joint 
venture account. 

(4) If any remittance is made debit the other 
party, and credit cash or bilk If on the contrary 
cash, or bill is received debi^ the same and credit 
the other party. 


(5) When all the expenditure and sole is token 
into account balance the joint venture account and 
transfer tire profit or loss to the pai-tios concerned in 
the ratio agreed upon. 

(()) If there is a balance on the personal account 
it will show the amount due to or by him. 

(7) In some cases interest is allowed to tlvc 
parties concerned and it is to he adjusted bj' debiting- 
joint venture account, and crediting the various 
parties. 

c (8) If thofe is a balance of stock on liand at 
the time of closing, the joint venture aoconnt will be 
credited with the value of the stock, and will be shown 
inihe Balance Sheet. 

Example — A gpd B enter into a joint venture and 
agree to share profits and losses in the ratio of 3: 1. 
On the 15th February, 1928 A purcliase.s goods of 
Es, 7823-0-0 and sends them to B paying freight 
Rs. 312-8-0, insurance Rs. 16-11-0, and other charg'e.s 
Rs. 123-11-9 and draws a bill for Ks. 9,000 on B. 
B sells these goods for Rs. 10,681-8-9 and is allowed a 
commission of Rs. 96-3-0. He spends Es. 217-7-0 for 
godown and other expenses; A draws a bill on B 
for the balance. Preiiare the ledger accounts in the 
ledgers of A and B. 


f 
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A’S LEDGER. 

Joint Venture Account with B. 


To Cost of 



By B for sale 



-- 

goods 7,823 

0 

0 

proceeds 

10,681 

8 

9 

„ Fi'eight 312 

8 

0 



„ Insurance 16 

11 

0 





„ Other exps. 123 
„ B for (Com- 

11 

9 





mission) 96 

3 

0 





„ B for (Exps.) 217 
„ P. & K a/c 

7 

0 





|-th. share 1,569 
„ B, -J share 

0 

0 





of profit 523 

0 

0 



'■ 


10,681 

8 

9 


10,681 

8 

9 


B’s Account. 


' 

To sale of 



By Commission 96 

3 

0 

goods 10,681 

8 

9 







„ Expenses. 

217 • 

7 

•0 




„ B. R. 

Joint ven- 

9,000 

0 

0 




ture fth 
Share of 

623 

0 

0 




profit 

844 14 

9 




By Bill 




10,681 

8 

9 

• 

10,681 

8 

9 


B’« LEDGER. 

Joint Venture Account with A. 


„ A’s other exps, 
„ Ootnnflission. 

„ Expenses. 


To B. P, 

•■9,OCO 0 0 

844 14 8 

By Joint Venture 
tcoountfor cost 
of goods 

7,823 0 

0 



„ „ freiglit 

312 8 

0 



„ „ Ins. 

16 11 

0 



„ „ other exps. 

1 123 11 

9 



„ „|th share of 

profit. 

1,569 0 

0 


9,844 M 9 


9,844 14 

9 
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Exercise VIII. 


(Ij r*r(i{)f;ifo a consignment Account from the* 
following imrticnlars, showing- the Profit or Loss on 
the transaction * 

March 2. Consigned goods to 

J. Jones & Co. l^DOO 0 (i 

„ 2. Paid Cai-riage, and Insurance on 

the same. 50 o o 

„ 19. Received Aeconnt sales from 

J . .] ones & Co. showingthat they 
had sold half the goods for 1,000 0 0 

„ 21. Received further Account Sale 

from, J. .Jones & Co. for tlie , 

balance of goods. ■ 750 0 0 

His charges were as follows: — 

Sundry Expenses 75 0 p 

Commission 87 0 (i . 

„ 2:5. .Received a cheque from .T. Jones 
& Co. for amonnt due from them 

(2) IMessrs. .Jones & Co., of Leeds holding goods 
wliicli co.st them Ml, .800 consigned them to Messrs, 
Mir.singhi iV: Co., Calcutta, on March 17th 1911, and 
rendered a proforma invoice for £2,000. They paid 
for (rcight £00, and for insuraiice £10, and drew on 
.Mo.ssrs. Mir.singhi & Co. at three mouths sight for 
^1,000 against the. shipment selling the bill to the Bank 
of Tlengal, Calcutta. A commi-ssion of 21 per cent, 
iiud an additional 1 i per cent 5ei Credre commission 


are payalile on Sales. Messas. Mir.siiiglii aeoepted 
the Bill on May Lst, and obtained the t>oods half of 
'-which tlioy sold for ft i,100, »tos.s on May li)tli, 
and the i-einainder on November lst for Ml.hOO g'ross. 
In tlie first case, the charges for landing, and storage 
amounted to £20, and in the latter to £ 135. In each 
case, they deducted commission, and romittod drafts 
at three montes sight for tlio balance. W rite up the 
account as they would a])pear in the boohs of the 
consignors, and prepare A/S. 

f3) Messrs' Madari & Co. of London consigned 
goods to Messrs. Cox & Co., Sydney to the cost of 
£12,700, and paid freight £27-10-0, insurance and 
other charges £17-10-9, and drew on them, for 
£10,000. TJie hill was duly discounted, and the 
discount paid was £20. Me.ssrs. Cox & Co. sent their 
Account Sales showing the .sale proceeds as £14,929-17-0 
and charges of landing and other things at £129-9-9. 
They charged commission 5% oii Sale proceeds, and 
del credro commission 1 l-‘yo on £ <3,000. Sliow tlie 
above transactions in the books of both the consignor 
and the consignee, and find the amount due from 
Messrs. Cox & Co. 

(4) Eeceived consignment of good.s from .1 . .Eowcll 
valued at £ 760. Terms: — Agent’s commission at, 
.o^/o on all sales, del crodre commission 2i"/n on credit 
transactions. Paid customs duties £213-1 4-9; Jjiuiding 
charges nnd carriage £8-14-9, Eire Insurance £9-10-0; 
.sent ,1. Rowell an advaneo ol £226. Sold part of 
Rowell’s consignment to H. Thompson for £120 
part for cash £475, and took worth, £200 into stock 
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for oiu- ow'n use. Paid brokerage £12. Sent J. Eoweli 
A/S and sight draft the balance due. Make the 
iiecessiuy oiitrios in the books of the consignee and’ 
show tlic balance dne, and prepare A/S also. 

(5.) The (lhandansi Plonr MiU Ltd., Chandansi 
consigned 1,000 bags of flour to B at Aden at its. 25 
including packing, and other charges. B paid Ks. 72 
coolie and carrying charges and Rs. 17 as the municipal 
and dock charges. 200 bags were sold at Rs. 22 each 
and 300 bags at Rs. 21-8-0 each. 5 bags were spoiled 
in transit and the remaining bags were cleared at 
Rs. 28 each. The selling commission of 2^% was 
charged. Tlie Mour Mill had already drawn a B/.E. 
for Rs. 15,000 and the balance was received by cheque 
Pass tlie necessary journal entries in the hooks of tfic 
(.loiisignor, and write out tlie consigiiment and B’s a/cs 
in the books of the M i ll 

(6) A sends out a consignment of the value of 
Rs. 5,000 to B, drawing on the latter for Rs. 4,000 as an * 
advance against the same, and pays Rs. 475 for 
freight, and other charges. B pays Rs. 250 for duty, 
dock duns etc. .Ho sells on credit half the lot for 
at Rs. 4,200 and half of the remaining is sold for cash 
R-s. 2,000 B’.s romiineration is 2^. per emit, on the 
sale proceeds. 

B .sends out Account Sales, and a draft to A for 
the balance as .shown therein. Rs. 1,250 worth of 
goods are on hand with B. Open the necessary 
accounts in the books of A and B^respeetively I’ecording 
the above transactions. 
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(7) Jfessrs, Fjdwards & Co., London ooii.sii^'iiod 
to Messrs. Thomas & Co., of Sydney 1,000 blankets 
bf £0-9-f:) eiicdi, 1,000 pieces of coating of 2-1 yds. '■“adi 
('rtJ; 5d. fi yard^ and 2,000 pieces of Shirting' of 21 at, 
"hI. a yd. avid 2,000 pieces of shirting of 21 yds. I'lich 
(m 24 d. a yard, and paid cartage, and paclcing cliarges 
£11-5-0, railway freight £2-10-0, and niarino jn,siirancc 
and freight £23-12-0. At Sydney Messrs. Thomas & Co. 
paid landing and other charges on the three bales 
(flj £0-13-6 per bale, and cartage to the shop @ 0-1-3 
per bale. £32-9-6 -were paid by way of customs 
charges. 300 blankets were sold @ 0-14-3, 200 at 
0-13-6, and 400, at 0-15-0, 50 blankets were found 
damaged, and were sold for £16 in a lot. 500 pieee.s 
of, coating were sold for 15s. a piece, and 300, at 18, s. 
a piece. All the shirting pieces were sold at 5d. a yd. 
Thomas & Co. charged 5% commission, and 21% 
del credre commission on £ 1,280, which was the 
amount of the debtors. The expenses are to be cluv,rged 

-equallj'' on all the types of goods. 

A draft of £1,000 drawn on Thomas & (.lo. was 
discounted for £985. Prepare the consignment a/c 
and consignee’s %, and show the balance due. 

(8) A & B enter into a joint venture to .ship goods 
abroad, and to share the profits ecju-ally. A sends 
goods to the value of Ks. 15,000, pays freight its. 1,500, 
and sundry expenses Ite. 1575. B sends goods valued 
at li=. 10,750, and pays freiglit and insurance Rs. 1,200 
and sundry expenses Es. 750. .B advance.s to A 
Rs. 6,000 on account of the venture. A receives A/S. 
and remittance of net proceeds for the whole of the 
goods amounting to Ite. 37,500. Show how those 
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transactions would appear in the boohs of A and R 

rer^n’tar” ® »“>»“<»“ » •™'i" 

(9) A. B enter into joint "veiitnro to sljin 
good, abroad A tend, good, to tbe valne of «, ,« 
gaj, fiejglit Si 100 and sundry expenses S 150 ' 
Ibese transoetions take place on Jantwy 1st 1000 
B sends goods valued at £750 on FebmarT/ icr ~ 'i 

rr and sundry evponres 

£o0 B advances to A on March 1st. £450 L account 

loi S-,o00 on 1st. April and the amount was received 
by A. Final settlement between xi and B was imdp 
«n 30tb April 1923. Show those transaction's o“he 
venture in the Books of A and B respectively. 

(10) _ A of Ahemdabad and B of Bombay enter 
into a joint venture to consign 100 bales of cloth lo 
Calonttatobe sold on their foi„t risk 
piopoition of 3/5 and 2/5 respectively. 

A sends 60 bales at Rs. 1,200 each payin- for 

expenses Rs 1,800. B sends 40 bales at Rs. 1,000 "each 

paying for froiglit and other cliarg’es Rs. 1,000 

All. the bales are sold by 0 for Rs. 1,40,000 out 
o whioli G deducts Rs. 600 for his expenses, and 
charges coniiuission at 3 per cent. Eemits -i R/h’ p 

Id 70 000. wbich being payable at ACedabfd,'" 

.Prepsure the joint venture aecomits, and the 
..fo-advcnturers accounts in th« ledgers of both the 
uo-adventurers. 


ANSWERS. 

Exercise 1. 


Totals of the Journal. 


(1) 

Ra. 8,530 

(2), Rs. 14, 

325. 


(3) R 

3 . 4,610. 

(4) 

Bs, 3,420 

(5) Rs. 13. 

,057. 


(6) R. 

5 . 7,648. 

(7) 

£4,676-15-0. 

(8) Rs. 4,615. 


(9) B 

i. 14,215. 

(10) 

£661-10-0. 

(11) Rs. 16. 

,310. 


(12) Rs. 8,562. 



Exercsie 

IL 





Trial Balance totals by 

the 

third method. 

(1) 

£492-16-10. 

(2) Rs. 525 


(3) £1,830-10-2. 

(4) 

£1,376-18-6 

(5) Rs. 5,775 


(6) £] 

[,173. 

(f) 

Rs. 4,360. 

(8) Rs. 9,915. 


(9) Rs 

13,000. 

(10) 

Rs. 27,000. 








Exercise 

III. 




Gross 

Net 

Bal. 

of 

Total of 

Profit. 

Profit. 

Cap. 

%. 

B/S. 

1. 

£2,971-13. 

L. 962-15-6. 

5,799-' 

7-10, i 

5,799-7-10. 

2. 

Rs.4iJ,000. 

36,000. 


86 

,000. 

96,000. 

3. 

Bs.46,500. 

36,600. 


69 

,800. 

87,800. 

4. 

Its. 3,911 

3,338. 


16 

,420. 

22,747. 

5. 

Rs. 34,000. 

32,950. 


82 

,950. 

132,950. 

6. 

£3,310. 

,a,790. 


11 

,790. 

13,510. 

,7.: 

L. Rs.20,690. 

L. 34,360. 


2 , 

490. 

92,340. 
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Gross Ifet 

Profifc. Profit. 

«. T. Ks.3,3()7. L. 7^604. 
!). Its. !),17!:). 6^9 ji 3_ 

!('. £ 347-19-7. 


Bal. of 
Gap. %. 
5,870. 
31,913. 


Total of 
B/S. 
8,07,^. 
- 34,703. 


4,422-9-7. 5,531-14-5. 
Answers to examples in Exercise 11. 

1. £ 55-3-6 

2. Rs. 6-3-8 

3. £ 57-1-1 
*4. £511-17-6 

5. L. Its. 167 

6. £ 259 

7. Rs. 750 

8. L. Rs. 385 

9. Its. 832-8-0 
10. Rh. 2,350 


35-18-6 

278-15-4 

428-15-4 

L. 3-12-4 

496-3-8 

521-3-8 

63-18-7 

1,797-2-6 

1,877-11-3 

476-8-6 

1,076-8-6 

1,852-7-0 

L. 252 

3,468 

5,498 

229 

1,179 

i,:h52 

650 

4,180 

4,790 

L.490 

4,730 

9,275 

672-S-O 

10,672-8 

13,672-8 

2,1.58 

27,1.58 

29,158^ 


Cash Pkil. 


Exercise IV. 
Bank Bal. 


1. £236-16-10 

2. Rs. 5,476 

3. Its. 500-10-6 

4. Rs. 687-0-9 

5. £ 25-7-2 

6. Rs. 9,084-15-0 .5,156-5-6 


Br. 


Bisconiit. 
Or. 


16,174 __ 

885-8-0 (Cr.) 10-0-0 

7,885-2-3 _ 

0-4-8 (Or.) 1-10-2 

1 92-8-6 


* All tyi)o.s o.t {;ood,s taken into one accoxiatT 


1-4-4 

30-0-0 
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0. Cash Book balance £600-10-10. 

4. Pass Book balance Rs. 2,299-15-;i. 

12. Amount received from the cashier £2-9-6, 

IB. Petty cash balance Rs. 17-3-9 

14. Petty cash balance Rs. 8-7-0. 

Exercise V. 

Gross profit Netprofit Bal. of Cap. Total of B/S, 

1. £ IO0-I-6 99-1-0 484-1-0 652-16-0 

2. £ 420-10-1 375-13-2 1,909-6-6 2,384-5-11 

3. Rs. 6,520-0-0 4,332-0-0 34,332-0-0 42,382-0-0 

4. Rs. 191-9-6 146-19-0 2,146-10-6 2,794-6-0 

n.' Rs. 2,850 1,348-0-0 36,900-0-0 37,700-0-0 

8. Bad Debts £ 609-0-0. 

9. B’s account Dr. Balance £ 375. 

10. Bad Debts Rs. 274-8-0. 

'll. Total of the Bill Book £ 1,410-5-0. 

Gross profit Net profit Bal. of Cap. % Total of B/S. 

15. Rs. 8,410 Rs. 1,895 Rs. 18,122-8-0 Rs. 20,682-8 

14. „ 12,500 „ 5,825 „ 265,900 „ 282,050 

15. „ 1,820 L. „ 1,725 „ 20,495 „ 26,925 

Exercise VI. 

Oil urged to P. & L. 

3. 1st year £ 1,900 2nd year £ 500. Discount 
Besei-ve £ 617-10-0. 

. V : „ £1,265 


£925-11-0. 
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’ Gross 
Profit,. 

3. Ks. 12,800 

4. Rs. 92,500 

5. £ 26,263 

Rs. 11,300 

7. £15,767-13-0 

8. £ 5,208 

9. Rs. 28,00.0 

10. L Rs. 34,571 li. 

11. £ 4,297 L. 

12. £ 29,180 

13. Rs. 15,474 
U. £ 8,588-8-11 

15. £ 1,641-15-5 

16. £ 

17. £ 


1,650 

3,100 


. Net 
Profit. 
5,380 
71,850 
14,658-10-0 
7,500 
7,186-0-10 
. 2,073-2.6 
11,675 
43,824-8-10 
1,342-10-6 
21,889 
8,946 
4,376-17-4 
1,074-6-3 
825 
1,070 


Bal. of 
Cap. 
31,450 
140,650 
54,658-10-0 
23,400 
32,165-8-9 
2,899-2-6 
-41,675 
106,175-7-2 
9,312-9-6 
67,439 
48,050 
16,157-19-4 
5,640-4-8 
6,125 
5,815 


Total of 
B/S. 

39,360 
’ 208,150 
72,668-10-0 
26,900 
43,044-1-3 
3,224-2-6 
95,926 
141,071-7-2 
14,429-19-6 
95,929 
78,^84 
18,612-2-11 
7,857-19-9 
7,675 
9,045 


Exercise VII. 


1. Profit reduced by 

2 . „ 

3. „ balance 

4. „ increased by 

5. Sirspense aooonnt Or. balance 

6. .Profit increased by 
Suspense % Or. balance 

7. Profit reduced by 
Sirspenso a/c Dr. balance. 


70 0 
25,450 0 
3,800 0 
400 0 


8 7 9 


936 

0 


6 0 


0 11 
35 1 10 
259 12 6 



Exercise VIII. 


'1. Gain Ks. 38, Balance due Rs. 1,588. 

2. „ . £ 571.' Draft for £ 1,441. 

.3, „ £1,198-11-1. Amount due £3,963-17-10. 

4. Balance due £473-5-6. 

5. Loss Ks. 996-12-0. Due from B. Ka. 9003-4-0. 

6. Gain Es. 1,751-4-0. B’s a/c Dr. balance Rs. 1,79 

7. „ £729-0-1. Balance £1,126-12-6. 

8. „ Rs. 6,725. Due to B. Es. 22,062-8-0. 

9. „ £370. A debtor to B for £1,515, 

„ Rs. 20,400. B debtor to A Es. 16,040. 


10 . 


TEST QUESTIONS.’ 

CHAPTER 1. 


1. Wliat is book-keeping? 

2. Explain fully the theory of Double Enfciy 
System of book-keeping. 

3. What is a joiu'nal, give its ruling. 

4:. Give the advantages of Double entry System. 

5. Write short notes : — 

An account, a ledger, and a narration. 

CHAPTER H. 

1. Explain the uses of the different columns of 
each side of the ledger. 

2 . When are amounts entered on the debit and 
credit side.s of a ledger account ? 

ft Wliat is a Trial Balance ? Explain the important 
methods of preparing the same. 

4 :. What are the common errors that disturb the 
agreement of a Trial Balance. 

5. What errors cannot be •’disclosed by a Trial 
Balance ? ■ v 
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CHAPTER HI. 


What is^ a Trading Accomit, and how is it 
c'ompiled ? 

How and at what price the closing stock is 
taken into account? 

What is a Profit and Loss account and wlial 
information does it give? 

What is a Balance Sheet and what is its 
function ? 

What are assets and liabilities ? Explain fully 
the various subdivisions of assets. 

Is there any rule for writing the assets in a 
particular order? 

CHAPTER IV. 

Why is a separate hook kept for cash trans- 
actions.? . 

How many forms of Cash Books are in use ? 
Explain them. 

How is discount recorded in the cash book and 
how is it posted? 

What is a Eecouciliation statement? How is it 
compiled? 

What is the best way of recording petty casli 
payments?.;- . ■ ■ ' 

;What are the, advantages of ‘.Imprest system of 
Petty Cash? 
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CHAPTER V. 

How ai'e purchases recorded? i 

What is a Sales Book and how is’it written? 
What are the advantages of keeping Pnreliases 
and Sales Books? 

What are Eetnrns Books and for what entries 
are they used? 

What are colntnnar Purchases and Sales Books. 
How items are posted from Bought Book a.Dd 
Beturn Outwards Book? 

CHAPTER VI. 

Why adjustments are necessary at the time of 
closing the books? 

What is the procedure adopted in adj usting Bad 
Hebts Beserve account ? , 

What is depreciation? Why and how is it 
provided ? 

What is accrued income? How will you treat 
it in accounts? 

How is the amount paid in advance brought 
into account at the time of closing ? 

CHAPTER VII. 

How an error can be rectified. 

What errors require rectifying entries? 
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3. How will you try to detect errors when a ‘Trial 
Balance does not agree ? 

4. How can errors in calculations be avoided as 
for ns possible ? 

CHAPTER VIII. 

1. De/ine a consignment, a consignor and a con- 
signee. 

2 . How slionld consignment outwards be dealt 
with in the books of the consignor P 

3. What is a consignment Inwards Account? 
Give formula to record transactions regardinfi- 

. the same? 

4. How will you deal with the consignment 
account when the stock is not fully sold at the 

^ time of closing ? 

5. What is a Joint Venture? How does it differ 

, , from the consignment? 


SUPPLEMENTARY EXERCISES 
(Selected from the various examination papers) 

1. M.r. Ramcliandra Rao opened liis shop in Delhi 
with the following balances on 1st July, 192(1: 
Cash Ife. 2,507, Bank balance Es. 3,312, Debtors'^Ra. 8,520, 
furniture Rs. 1,728, Goods Rs. 24,372. He owed 
Rs. 12,350, to The Bombay Co. Ltd,, and Hs. 17,850 to 
the Indian Export and Import House, Calcutta. 

Enter in suitable books, post the ledger, and 


prepare a T. B.; — 

l(s. 

July 7. Purchased goods from A. Allen 8,320 

8. .Received from Debtors . 2,350 

8. Sold goods to .B. Burn . 5,782 

9. B. Burn returned goods 875 

12. Returned goods to A. Allen -72? 

17. Paid by checpie to A. Allen 3,620 

They allowed discount 305 

19. Received a B. .R. from B. Burn for 3,400 

20. Paid cash for goods purchased locally 720 

22. Gave a ,B/P. to The Bombay Co., Ltd. 5,750 

25. Purchased goods from The Indian Ex- 
port and Import House 2,372 

25. Paid wages 370 

25. Paid by cheque, salaries 1,720 

27, Received from the debtors and paid the 

same into the Bank 4,375 
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Ife. 

July 29. Parchased goods from 0. Carter 3,225 

- ' „ Sold to B. Best goods 1,527 

30. Breiv from Bank for private expenses 700 

31. E.ent due to Landlord 110 

„ Wages due to workers 110 


2. On 1st September, the state of affairs ol' 
Martin & Co., was as follows :~-0asli in hand £75, in 
Bank £850, Goods £925, B. R. £132, B. P. due 15th 
September £246, owing by A. Boyd £67 and by Neal 
Dow £315, owed to P. Basile £100 and Dore & Co. 
£154. 

Transactions during the mouth were ; — 


Sept. 

1. 

Purchased goods from Clay 

£204 

,, 

2. ■ 

Sold E. Prome goods 

28 

„ 

3. 

Bought of Dore & Co, 

112 

' „ 

3. 

Sold P. Grey goods : 

40 


5. 

Paid Dore & Co. Cash £50 P. N. for 




£100, allowed discount £4. 

154 


8. 

Drew from Bank 

125 

. „ 

10 

, Bought goods for Cash 

136 

„ 

11. 

Sold A. Boyd goods 

48 

• „ 

12. 

Sold Neal Dow goods 

56 

„ 

13. 

Received from A. Boyd £8(1 .flis. ,£2. 

82 

j, 

15. 

Received acceptance from N. Dow d 

lie 



20th Nov. 

200 

' „ 

15. 

Sold goods for Cash up to this dato 

305 

’ ,, 

16. 

Paid into Bank 

250 


16. 

B. P. due today paid by cherpie 

240 
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Sept. ^0. 

Sold E. Erome goods 

64 

„ 20. 

Forward H. Clay draft 60 days after 



sight upou Neal Dow 

150, 

„ 22. 

Sold goods to Tom Fox for P/N. at 



3 nros. 

75 

„ 23. 

E, From© pays £58 Discount £2. 

60 

„ 25. 

A. Boyd becomes insolvent and pays 



6/8 in the £. 

11 

„ 25. 

B. B. duly met in Cash 

132 

„ 26. 

Bought with Cash a hill and sent 
same to Basile in settlement of 



account 

100 

„ 30. 

Sold goods for cash np to this date 

185 

„ 30. 

Paid into Bank 

200 

„ 30. 

Paid expenses this month by cash. 

- 


10, clrequo 25 

35 


Value of goods unsold £750. 

Enter the above transactions in proper books, post 
them, olose tlie accoutits, and prepai-e P. & L. account,, 
and Balance Sheet as on 30th Sept. 

3. On. l.st January 1931, II. Wood commenced- 
business 'with a capital of Rs. 80,000, of which Rs. 25,000 
wa.s paid into a banking account and the balance was 


retained in. hand for business puqjoses. During the 
month of January his transactions were as follows : — 

.laiiuary — Hs- 

1 Purchased goods from A. Smith by checpie 7,000 

2 Sold goods to W. WiUiams 510 

3 Bought fni’niture for casb 500 
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January- — o ]!«. 

4 Piireliased from W. Lee goods 580 

>■ 7 l^ircliased from J. Garr goods 230 

5 Paid W^Jjoe clieque in full settlement 500 

13 (loods bought for cash 150 

1 4 Sold goods to S. Hart 130 

10 lieceived cash from W. Williams 500 

Discount allowed 10 

31 Cash sales for the month 1,400 

Paid Establishment charges in cash 120 

Remitted to the Bank 5,350 

Paid rent by cheque 50 

Paid sundry trade expenses in cash 300 

Stock on 81st January 1931 valued at 6,880 


Enter the above transactions in tlie subsidiary 
books, post to the ledger and prejiare a trial balance, 
the profit and loss account and the Balancse Sheet. 

4. On 3rd January, 1928, 1?.0. Tandan commenced 
business with a capital of Rs. 3,750, represented by 
cash in hand Rs. 1 ,250, Stock Its. 2,000, and Fixtures 
and Fitting Ks. 500, 

Open the books by means of the Jonrnal and then 
post the following transactions through the pj'opcr 
subsidiary books to the Ledger. Also take out a 


Trial Balance : — 

1928. Ifa. 

J an., 3 Opened an account at Bank with 1 ,000 

„ 4 Bought goods from F. (xovin 350 

Sold goods to JB. Slyrm 500 
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4 'Bought; additional fixtures from the 

Moon Furniture Mart 250 

„ 5 Paid Carriage on Fixtures by cash ’ 25 

Sold goods to L. E,a.u 025 

„ 6 Eeceived from E. Slynu Cash 475 

Discount allowed 25 

Casli Sales to date 1^5 

„ 7 Paid into Bank 450 

„ S Paid Wages in cash 50 

Withdrew cash for personal use 40 

Purchased goods at auction by cheque 00 
„ 10 Accepted a B/E. drawn b}' the Moon 

Furniture Mart at 3 m/d. 2-50 

„ 12 E,eceivod cheque from L. Eau 375 

„ 13 Paid (iheque into Bank 375 

Bought goods from E. Prasad & Sons 750 
„ 14: Ee burned part of goods to E. Prasad 

& Sons 125’ 

„ 15 Cush Sales to date 175 

Paid F. Govin by cheque on account 200 
Paid Wages in Cash 50 

Witlidrew by cheque for personal use 40 

Taking It-!. 3,725 as the closing stock prepui-e 
I’rading, P. & Ij. account and the Balance Sheet. 


5. Mr. E,amblian, Druggist commenced his 
bnsiue.ss in Bombay on 1st January, 1925 with tlie 
following assets: Cash Ife. S^OO. Ba n k Its. 3,750, 
Medicines Its. 17,400. Surgical instruments Its. 4,292’ 
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Horse and Cart Rs, 875. B. E. Ra. :l,3;i0. Mosses. 

W. Powell & Co. owed liim R.s. 3,144. Rs. 8,495 wore 

due to Me.ssrs.,Keinp & Go., and R.s. 3,79() to Me.ssr.s. 

Philip.s & Co. 

5th Jan. Borrowed Rs. 7,000 from B. Earn Naraiii and 
paid the same into the Bank. 

Sth „ Purchased from Messrs. Kemp & Co. 

medicines Rs. 7,285, surgical instruments 
Rs. 1,733. 

12th „ Eeturned medicines worth Rs. 500 to Messrs. 
Kemp & Go. 

14j-.h „ Cash sale: moidoines Rs. 728, surgical iirstru- 

meuts Rs. 329. 

16th „ Drew from Bank and paid wages Rs. 328. 

19th „ Eeceiped a B. E. from Messrs. N. Powell 
' & Co. R.S. 728. 

’22nd „ Sold to Dr. Sams, medicines R?. 132, 

24th „ Dr. Sams cleared his account by paying a 
che(pie for Rs.l30, Rs. 2 being the discount. 

26th „ Paid salaries Rs. 175 by cheque and Rs. 15 
cartage, Rs. 8 postage in cash . 

28th „ Paid Messrs. Kemp & Co. Rs. 2,392 ajid gave 
them B. P. for Rs. 3,000. 

31st „ Eent due to landlord Rs. 100 and wages to 
the coolies Rs. 125. 

Bnter the above ti<ansactions in proper booJis, and 

prepare a Trial Balance. 
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(i. On the 1st January 1921, Mr. Roy’s books 
skowecl the following balances;- — , 

As‘;et:--Oash in hand Rs. 32; OashJn Bank Rs. 130; 
Ooods Oil liiind Rs. 410; Sen Rs. 38; Hartley Rs. 50. 
Liabilities: — Verma Rs. 30; Sharnia Rs. 50. 

JJ uring th e month liis tran.saetions were ; — 

Jan. 1. Bought goods for cash 25 

„ 2. Received from Sen a cheque on account 15 

„ 4. Sold good.? to Hartley 75 

„ 4. Accepted Verma’s B/E at four mouths 30 

„ 8. Sold goods to Sen 15 

„ 12. Sent cheque to Sharma .,40 

„ 15. Bought furnitiu'e and paid by cheque 65 

„ 21. Sold goods for ca.sh 90 

„ 23. Haiti into .Bank 50 

„ ^4. Paid for carriage 12 

„ 28, Mr. .R,oy paid a private bill with Ids ’ 

firms cheque 10 

Enter the above items into the proper subsidiary 
books. 


7. On December 1, 1926, the following' are some of 
the hahujces appearing in Messrs, A-bdul Majid & Sons’ 
Ledger: 

Oa.sh at .Bank Rs. 15,500, Cash in hand Rs. 600, 
St,ock on hand Rs. 8,500, Rent due Rs. 750 Bills 
I’ayahlo Rs. 2,000. P. Jones Dr. Rs. 1,700 A. Smith 
Dr. Rs. 3,000, W. Green Or, ’Rs. 3,000, T. Robinson 
Or, Rs. 1,650. , 


Open the ledgei- with tlio above opening balances 
afid enter the following bninHfietions in the i>roper 
subsidiaiy books and ])ost same to the Ledg 


Dec. 1 Bought of W. th-een, Paints 
H Sold to A Smith, Paints 
f) Bought of T. Eobinsou, Paints 
„ fi Sold to P. Jones, Paints 
„ 10 Paid W. Gi'oen by Cheque 

„ Bi Eeceived from A. Smith Cheque 
Allowed him discount 

,, 14 Accepted T. Eobiuson’s Draft at throe 
, months 

„ I f) Sold to A. Smith, paints 
Paid Emit by Cheque 
„ 18 Sold to P. Jones, Paints 

20 At P. Jones’ request drew on him at 
» three montlvs for 

„ 2H IViscounted P.Jones A,ooei>taucos at the 
bankers who charged discount 
„ 24 Paid Bills Payable by Cheque 2,000 

„ 27 Bonglit of T. Eobinson, Paints 2,500 

28 Sold to P. Jones, Paints 2,250 

„ 81 Paid the following by Cheques: 

Private drawing 500 

Salaries . 000 

(d) Balance, tiie Ledger Accounts, 
q/ij Draw out Trial "Balance and Frejiare Trading 
and Loss 4.<3COunts aud a Balance Sheet. 


its. 

1,800 

2,200 

8,500 

1,000 

8,000 

2,900 

58 

5,000 

1,180 

750 

2,200 

5,00(1 
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H. 'riio following is the Balance Slieet of Bose 
Bros, on .lamiary 1, 1927;: — 


L'mhiliUes, 

Its. 

Assets, 

Rs. 

Saw & Sons 

80 

Cash in liand 

12 

Bills Payable 

05 

Gash at Bank 

189 

(.'a])ital 

852 

Stock 

Bills Receivable 

A. Some 

J. Rose ' 
Furniture 

36.3 

180 

39 

118 

102 

Total 

1,003 

Total 

• 1,003 


During tlie month of January the following 
tninsiuitions took place — 


Jan. 2 Received cheque from J. Ro.se in fall 
•settlement of his account and paid 
same into Bank 
,, 3 Sold goods to A. Some 

„ 5 Received B/E at 3 mos. from A. Some 

„ H (lave Shaw & Sons bill received from 

A. Some and cheque for Rs. 32; 
di.scovint Rs. 4 ; Total 
„ H Drew clio(ino for cash 
„ 8 Bought good.s for cash 

„ 12 Raid bill due this day by cheque 
,, If) Sold goods to J. Rose 
„ 17 iV/R. collected hy Bank 

J, 21 Paid wages in cash ’ 


115 ’ 

21 

50 


80 

25 

14 

05 

94 

SO 

14 
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Jfin. 24 vSolcl goods to A. Some f 82 

25 Bonglit goods from B..Miikorji 105 

{, 27 A. Some rotnimed half the goods sold. 

him on the 24th as being da iiiagod . 

Gave B. Mukerji 3 months’ l)ill for 75 
29 Paid sundry trade expenses by oluKpui 31 

„ 31 Depreciation on furniture 2 

interest on Capital at 5 per cent per 
annum. 

Shop rent for one month due but not 
paid 

Stock of goods 875 

You are required to enter the above in proper 
sii'l;»sidiary books; post same to the Ledger; take out a. 
T.B., and prepare Trading and Profit and Loss a.ooounts 
and a Balance Sheet. 

^ 9. Eatanlal, a grocer, keeps his books by single 
entry. On January 1, 1929, his assets and liabilities 


were as follows:— 

Its. 

Cash in hand ••• 25 

Cash at Bank . ••• 300 

Stock at cost ••• 500 

Burniture 100 

Debtors ••• 2G5 

Ceditors OGO 


During the year he draw out of the bu.siness 
H», 300 for his own pri'^'ate purposes. 
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iris assets and liabilities on December 31 , 1920, 


follows: — 

Rs. 

(lash in hand 

••• ’ 10.. 

( lash at Bank 

••• . 430 

Stocks 

450 

irurnitrire 

120 

Debtors 

330 

(Jredifcors 

560 


Pro])are a statement showing Eatanlal’s profits for 
the year after writing off 10 per cent for depreciation 
on furniture and providing 10 per cent on the Debtors 
to cover Bad Debts. 


10. The following balances appear in AB’s 
at 30tli September: — 


Stotik, l.st October 

8,00,0 

.Sills payable 

4,520 

Sahjs 

••• 21,300 

T iscount allowed 

150 

Gas and fuel 

600 

Sundry creditors 

5,672 

Purchases 

9,680 

Ga.sh in hand 

100 

Rent, Ratos and Taxes 

740 

Promi.ses 

8,000 

AB’s Cajiital a/c 

15,000 

„ Drawings a/c 

500 

Plant and. Machinery » 

4,500 

Wages (manufacturing) ^ 

••• 4,760 
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• Depreciation 

Carriage a^id freight 
Travelling- Expenses 
Hnndry Debtors 
Trade Expenses 
Dank overdraft 


500 

you 

520 

7,H6() 

S4-0 


Make a Bad Debts Reserve of Ks. 200. 

The stock at.BOth September was va.hied at Rs.(),<S0O. 
Yon arc rccpiirod to prepare Trading anil Profit and 
Loss Account for the year ending llOtli September and 
a Balance Sheet as at tirat date. 

11. TTow woidd you rectify the folbnviiig errors 
made by your clerk and what effoots did (hn.si! mistakes 
have on the accounts? 

(rt) Instead of debiting Lalmohau with, lis. 220, 
pm-ebases a/c has been debited. 

(6) Instead of crediting .calos i\jc with IN. 175 
the a/o has been debited, 

(c) Maintonanoe of plant IN. 72 has boon debited 
to plant a/c. 

(d) Discounts earned have been totalled l.o a 
figure Tte. 15 more than what it ought to have been. 

(e) A cash-purolias« of goods of Us, 50-7-0 has been 
debited to Krishna Prasad -with Rs. f)7i 
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S2, ()M 1st March, 1907, Wm. Slater comn^enceti 

hiisiness with a balance at his bankers of £1,500 and 
b'ash in oOic.^ £225. Enter in the proper books, postf.o 
l.jed.^or, and tidce out T. E. 


Alar. I l’iir(!lia,sed goods for cask 
„ 2 -I’aid for office Fnrnitnre and Fittings 

cash 

„ 5 Paid into Bank 

„ () Sold W. Ainson, Goods 

„ 9 Received from W. Anson on Account 

„ 12 Sold J. Wormald, Goods 
„ 15 Eeceived from J. Wormald £32, allowed 
Bis. £3 

' „ 1(1 Bough t of Sims & Co., Goods 
„ 19 Paid Clieqiie to Sims & Co., in fidl 
settlement 

„ 19 Pui'clmsod from Emile Robarts, Goods 

„ 31 ((a.sh Sales for month 

Paid wages by cash 
Paid i-ent for month by che(|ne 
Paid into Bank 


£ 175 


112 

100 

35 


76 

50 

,20 

10 

100 


13.^ From the following particulars of Messrs. 
R. I't (\)., Lucknow, prepare a Trading a/c and a B/S. 
as on 31st Becembor, 1927:— 

Slock Its. 1,250, Sales Rs. 11,800, Bad debts Ks. 180, 
B. R. Us. 2,730, Macbiiiory Rs. 6,280, Wages Rs. J,OOo' 
-Ri'turus outwards Rs. 1,000, Returns inwards Rs. 1,450, 
Purchases Rs. 8,000, Cash on hand Rs. 895, Cash at 
Bank Rs. 1,275, Salaries Rs. 750, Creditors Rs. 2,780, 
Be))tor.s Rs. 2,490, Discount (dr.)’ Rs. 320, B. P. Rs. 2,300, 


(• 2<I4 } 


Capital Rs. 10,000, Carriage Rs. 100, Insurance Its. 1180. 
Printing charges Rs. 270, Depreciation Rs. 570. 

Allow Pp.'o interest on Ga.pital. Stock on hand 
Rs. 3,700. • 

14. Prom the following Trial Balance of Messrs. 
Albert & Co. Calcutta, prepare a Trading a./c, P. and L. 
a/e and the Balance Sheet ns on 31st Dec. 1920: — 

Capital Rs. 40,000. Creditors Rs. 5,720. B.P, Rs.J,527, 
Sales Rs. 69,327. Loan Rs. 10,000. Debtors R,s. 1,885. 
Salaries Rs. 4,925. Discount (Dr.) Rs.423. Postage Rs 225, 
Bad Debts Rs. 187. Interest (Dr.) Rs. 1,195. Insurance 
Rs. 292. Depreciation Rs. 325. Machinery Its. 17,000. 
Sto»k Rs, 10,945. Purchases Rs. 60,395. Wage.s Its. 4,392. 
Buildings R,s. 24,385. 

Allow oVo intere.st for the year. Value of goods 
on Jiand is Rs. 13,355. 

15. Prepare a Trading Account and Profit and .Loss 
account and Balance Sheet from the following balances 
on 31st December, 1923 in the books of Saiiipat & Co,, 
Stock on 1st January, 1923, was Rs. 800. Purchases 
Rs. 2,400; Sales Rs. 3,300; Sundry Debtors Rs. 700; 
Sundiy Creditors Rs. 460; Suspense Rs. 150. Furniture 
and Fittings Rs, 1,250; Eeut paid Rs. 100; Eent unpaid 
Rs. L50; Dopreciatioii charged 30th June, 1923 on 
Furniture and Fittings Rs. 150; Insurance premium 
paid Rs. 100; Carriage Rs. 50; Gash Rs. 450; Capital 
Rs. 3,250. The Stock of goods on 31st December, 1923, 
was valued at Rs. 700. *' 
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16? Wliatis meanfcby ‘renewing’ abill? Areoeives 
B/K. from for Rs. 100 and discounts it witli bis 
banker for Rs. 9b. On the bill becoming due B requests’ 
A to lenew it, which A does, adding R.s. 2 to the new 
bill for intei-est. What journal entries will be necessary 
to record tliis transaction in A’s books. 

17. A. Green purchases by a Di-aft goods worth 
Rs. S,060 from B. Bobinson with a promise to pay him 
after three months. E. Eobinson endorses the Draft 
to A. Peters after a month, who discounts it with a 
bank at discount of 2 per cent. Sl\ow how this 
transaction will be dealt with by the various parties 
concerned. 


IS. From tlio following Trial .Balance taken froln 
the books of a morchaut, pi-cpai'e Trading and Profit 
and Ijoss Account for the year ended Blst December, 
192S, and a Balance Sheet as on that date. Stock on 
hand Blst December, 1928, Rs. 50(1. ’ 

Rs. Rs. 


Cirpital Acc(.»unt 
I.) ra wings Account 
Sidaries 


1,080 

400 

1.50 


Wages 


.850 


Eont 50 

Furniture and Fittings ••• 100 

Bates and Taxes •• BO 

Discounts allowed ••• 50 

Purchases ••• 2, BOO 

Sales . 


B,500 




Eeturii Inwards 
lletnrn Outwards 
Discount rfsceived 
Snndiy Debtors 
Sundiy Creditors 
>Si.ocb, 1st. January, 1928 
Cash at JIank 
Cash in hand 


19. JiJntcr tl\e following tran.saotions of a trader 
in a thi-eo colunin Cash Book and balance it: — 

IMarcli 19!i0 

„ 1. Coinmenced business witli Rs. 1,000 in cash. 

2. Paid, into Bank Rs. 300. 

3. Bouglit furniture and. paid for .same by 
cheque Rs. 70. 

Purchased for cash an almirah Hs. 24. 
Bought goods and paid for .same b_y chequo 
Rs. 150\ 

Sold good,s for ea.sh Rs. 120. 

Paid into Bank Rs. 50. 

Drew cheque for wago.s Rs. ir>. 
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on the o-oo,ls beino- delivered, and as to the baliince 
to SI, coopt A’s draft at two months for Rs. 250, and at 

four months for Rs. 200, B a.lso agreeing to pa 3 ''(in nasVi)' 
iliscount ad; 4% Avitli I'Vo commission on 'the two Itills. 
This agrccmoid, was carried oiit; the Rs. 180 with Ihe 
di'-couid and conunission Avns paid by B, and the two 
diafts as acoo))ted by him were banded over to A. 

Malcn the necessary .Journal entries to record the 
above tiansacitions in tlie books of B and then post 
them to the Ledger. 

21. Write up in the books of both parties, the 
Imdgcr accounts (inohuling Ca.sh) for the following 
t.ransactions in the bills. 

On 1st dannary ftilvttr accepts a 8 months’ hill 
for Rs. 12.5 diawn <m him by Goldman for the latter’s 
benedit. Goldmrui discounts tbe bill at the rate of 
81 ])er (‘('111 and a, t maturity forwards Silver a cheque 
with wliicli to nn'ottlio bill. » 

22, Kroiu tbo following Trial Balance of Mes.srs, 
Bal & Sons. Oawnpiir prepare a Trading and P. and 
L. A/C.S and B, S. as on 81st March, 1928:- 

Stock (1-8-1928) lls, 2,720 Capital Bs. 18,000. Sale.s 
Rs, 12,180. Returns ()iitward.s Ks. 1,200. Wages 
Rs. 1,,510. .Returns inwards .Rs. 1,000. Carriage R.s, 400. 
Purchases Bs. 10,492. Salaries Rs. 1,400. B. R. Rs. 3,291, 
l)('])reciation Rs. 1)00. Disco nut (Cr.j Rs. (127. Po.stagc 
Its. 182. Insuraiu'o B,s. 119, Commissions (Cr.f Rs. 890. 
(’ash B,s. 1,100. Bank Rs. 1,900. Bnildiugs Rs. 5,290, 
fdacbiucry R,s. (1,710. B. P. Rs. 4,82f. CreditorsRs, 7,.5Hl. 
Debtors R,s, 8,100, 
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Allow 5% interest on Capital and reserve E)'Vo for 
B ad and Donbtfnl Debts. Stock on hand Es. 7,929. 

211. Mr. B5.lknsl1a.11 started his bnsine.s.sou 1-1-1928 
with the following balanoes:- - 

Oasli Bs. 1,17,000, Bank Rs. 4,300, Building Es. 
5,320, Machinery Rs. 8, 237. Rama owed him Rs."2,400 
He owed Krishna Rs. 1,227. B. E. Rs. 4,000. B. P. Rs. 
8,299. Goods on hand Rs. 4,210. 

Enter the following transactions in proper books, 
post them in the ledger, and prepare a T. B:-- 

Rs. A 

Oannary 5. Purchased goods from Kali Prasad 4,371 0 
I. Returned to him gooiis ... 257 0 

p 8. Received cash from R,ama and 

paid it into haidv. ... 1 000 O' 

S- Allowed him diseomit ... '15 q 

• „ 11. Parclm.sed furuitnre from S. & Go. 3,701 0 

* „ 15. Sold good,s to Mehar Ali 

n )) „ Kumar 

„ . 7. Paid S. & Co. in .settlement 

,) 20. Paid postage 

i! 20. Coolie hire 

!, -5. Meh a r Ali returned gooefo 

ji 26. Drew a bill on Kumar 
1, 29. Paid Krislian by che(|ue 

), 31, Paid salary 

„ 31. Wa.ges 

.. 31. Rent to be paid for tlm mouth... 

„ 31. Rent due to ns from .Tagmohaii — 


1,305 0 
707 0 
3,550 0 
3 8 
5 9 
271 0 
500 0 
800 0 
325 0 
128 0 
75 0 
20 0 
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24. Mr. Bill want lias his account in the Trap e rial 
liiinlc of India. According to his hooks his bank balance 
as on 91 st December, 1928, ought to liave beefi 
i;.M. 729-8-(i. Tie sent cheques of Es. 900-12-0 to the bank 
for collection, blit cheques amounting to Rs. 437-11-0 
are to be collected as yet. Out of the cheques issued liy 
him in satisfaction of his debts, cheques of Rs. 293-7-0 
have not been presented for payment. 

Find ont the Pass Bouk balance by preparing the 
Bank Reconciliation Statement. 

25. On 1st January, 1933 Mr. Nepalsing starts his 
Imsiness with Rs. 12,000 in Cash, Rs. 15,000 in bank and 
Rs. 1,200 worth of silk and Rs. 1,000 worth of cotton 
on hand. He owed to Janki Prasad Rs. 308 and' to 
Riip Rani Rs. 900; Ram Bharosay owed him Rs. 1,200 
and Ram Lai Rs. 370. 

.Ian. 2. Purclmsod from . Janki Prasad cotton Rs. 2,800 
and silk Rs. 800. 

3. .Returned cotton of Rs. 300 silk of Us. 100 to 
Janki Prasad. 

4. Paid Janki Prasad by cheque Rs. 1,000 and 
Rs. 400 and accepted his bill of Rs. 1,000 due 
30 d/s. 

t). Sold to Ram Bharosay cotton Rs. 1,500 and 
siUr Rs. 1,800 and charged him Rs. 16 for 
freight and other charges. 

8. Ram Bharosay returned silk of Rs.50 and cotton 
of Rs. 96. 

8. Reed, a cheque of Rs. I,p00 from Ram Bharosay 
and paid the same into the bank. 
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9. Drew from bank Rs. 320 for private expenses. 

11. Purcliaaod from Earn Lai silk Ifa. 700 and 
cotton Its. 300. 

12. 'Went to Bam Bbatosay cotton Ite. 800 and 

silk R.S. 200. . 

12. Paid wages Rs,208 Bent Rs.25 and postage Ks.8. 

15. Pin'cliasod furniture for office from Premchand 
for Its. 250 and paid balf the amount to him 
by cheque. 

17. Bam Bharosay returned us cotton of Rs. 40 
and .silk R.s. 35. 

20. Sold silk fpr eash Rs. 145 and cotton Rs. 195. 

21. Sold silk to Qaneshi Lai Its. 420 and drew on 
him a bill 1 m/d. 

22. Premeliand allowed us Its. 20 by way of 
discount and we paid the balance in cash. 

25. Bam Chandra sold his office building for 
. Rs. 2,200 and furniture for Its.' 310. 

29. Paid wages Rs. 220, Carnage Its. 25 c)ffico 
expenses Rs. 22 and telegraph charges Its. 2-8-0. 

31. Purchased cottoii 'from Bn]) Bam Rs. 250 and 
sold the same to Gano.s]u Lai for its. 310. 
Ganeshi.Lal paid,. 'the price in cash, and was 
allowed Rs. lO as discount. 

Make the above entries in the pro])or books, 
post them and prepare a Ti-ial Bala ncc. ( Use 
colirmnar Sales, Bought and Botiirns books). 


HIGH SCHOOL & INTERMEDIATE BOARD U. P: 

High School Examination PJipers , 

1933. 

1. Explain briefly tlie principles underlying the 
Double Entry System of bools-keeping, and point out 
the advantages of this system over Single Entry 
System. 

2. What is meant by the Imprest System of 
keeping the Petty Cash? Submit a ruling of such a 
Petty Gash Book and enter therein three specimen 
transactions. 

3. Give jonrnal oihries to correct the following 
errors in aecomits: — 

(tt) An Invoice received from Ram Lai for 
Ite. 550 was entered in the books as for 
B,s. 55 only. 

(h) A sum of Rs. 1,000 paid for repairs done 
to Buildings was debited to Buildings 
Account. 

(r) R.h. (500 paid for rent was debited to the 
landlord’s personal account. 

(d) : Rs. 200 were debited to Sam Nath instead 
of Iming credited, ‘ 

Pass the nHCO,s.sary ^jourhal, pn tries' ' to rectify the 
above mistakes. , . , i, , . ■ 

4. Eroin tlio following Trial Balance of a trader, 
])re])are I'rading and Profit .and Lioss Account for the 
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halt-year ending- 30fch June, 1932, and a Balance 


t that date; — 

Dr. 

te. 

Capital, 1st dany., 1932 


StcKik, Ist'lany., 1932 

752 

Purchases 

• 1,487 

Return.s Inwards 

43 

Returns Outwards 


Sales 


Duty on Itnported goods 

261 

Carriage on purchases 

1.36 

Carriage on sales 

201 

Office salaries • • • 

240 

Drawings ••• 

400 

Rent paid 

180 

General Expenses 

153 

Commission earned 


Bank balance 

400 

Sundry d.ebtoi’s 

• 1,004 

Sundry creditors ••• 


Bills receivable 

246 

Horses and carts 

150 


Total 


5,053 


Sheet 

Cr. 


3,514 


Stock in hand atOOth June, 1932, was Avorth Its. 981. 

5. On Jst Jauuaiy, 1932. X sold goods for Ra. 500 
to r, receiving a B/E for tlnit amoimt payable two 
inontlis after date., X discounted tlie bill with his 
biuiker for Ks. 495. On the due date, the bill was 
dishonoured X paid the amount due to tire bfuik and 
received Rs. 200 as first and final lUvidoud from Y. 

Show the necessary accounts in the ledger of X, 
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1932. 


(Ja,s]i 

12 

Bank 

189 

Stock 

363 

B/R 

180 

A. Ram 

39 

J. Parsad 

118 

Purniture 

102 


(•i, 1. On , Jan. 1. 1930, the position of business of 
jMr.ssrs. S. I bun an & Co. was as follows; — 


Shiam & Sons 
B/P 


Transactions for the month were: — Its. 

Jan. 2— Sold goods to A. Eain 21 

„ S—lteod. ohecpie from J. Parsad in fall 
s<>tf,loment of lu's account and paid 
.same into Bank 115 

„ 5 — lleod. IVoni A. Ram a B/K at 3 nionths 50 
„ 0 — (-lave Shiam & Sons the bill received 

I’i'om A. Itani, and a elie(pre for ’ 

Its. 32; (li,s(!onnt Its. 4; total 8^ 

„ 9 — Drew cheque for cash 25 

„ 9 — Bomi’hl goods for cash 14 

„ 12 — Paid Bill duo tliis day by cheque 65 

„ 1 5— Sold goods to J. Parsad 94 

„ 17 — Bill Receivable collected by Bank 80 

„ 21 — .Paid wages in cash 14 

„ 2-1 — Sold goods to A. Ram 82 

„ 25-— Boiiglit go(>d.s from B. Lai 105 

„ 27— A. Ram returned half the goods sobl 
to him, on the 24th instant 

„ 29- -(lave H. Lai 2 nios. bill for 75 

„ 30 — Paid sundry expenses by cheque 31 
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(a) Yov are required to enter the above in prbper 
subsidiary books, post to the ledger, and extract a 
Ihial Balance. 

(I)) From the above T/B prepare Trading and 
Profit and Loss A/cs, and a Balance Sheet. 

Stock on Cist January, 193Q, was worth Rs. 375 

2. A Adams sold goods to B. Benson for Rs. 150, 
lecciving a cheque for Es. 50, and a B/E ( due one 
rnonth) for tlie balance. 

A. Adams sent the cheque to his Banker, and 
discounted witli liim the Bill for R.s. 90. 

B. Benson, liowever, failed to meet the bill on 
maturity, and the Banker returned it to A. Adams, 
charging Rs. 1-R-O for expenses. 

Next, B. Benson requested A. Adams to renew the 
Bill for one month more, and add Ra. 2-8-0 for interest, 
which he did. 

, Record the above transactions in the journal of 
A. Adams. 

3. Explain any four of the following: - 

(a) Reserve for Bad and Doubtful Debts, 

(b) Depreciation, (c) Drawings, (<l) F'ixed Assets, 

' - (e) Real Accounts, (/) Trade Discount, 

(ff) Accommodation Bills. 

4. What is a Reconciliation Statement ? Prcjiaro 
one from the following particnlars;-— ‘ 

V Balance as per Cash Book,i Rs. 972-13-0. 

Balance as per Pass Book, Rs. l,751-2..4. 



Cheques not yet presented— 

(i), Es. 324^ 4-6. 

(ii) Es. 63-14-0. . , 

(hi) Es. 263-13-9. 

(iv) Es. 73- 4-0. 

(v) Es. 276- 0-7. 

Not entered in the Cash Book — 

Interest on Bank Balance, Rs. 14-4-0. 

Bank charges, Es 2-3-6. 

Cheques received and entered in the Cash 
Book, but not sent to Bank yet: — 

(i) Es. 2u0. , 

(u) Es. 35. 


1931. 

Q. 1. On 1st March, 1929, X sold to r g-bods of the 
value of Es. 1,200 and drew upon him at 3 months for 
that amount. On 15th April, 1929', 1' purchased 
from A goods worth Es. 2,000; he handed A a cheque 
for Es. 760 and T’s acceptance in full settlement of 
the purchase. A discounts the Bill with his bankers 
for .Rs. 1,170. On maturity, the acceptance is dis- 
honoured by T and X pays up the amount. Show 
how the transactions would be recorded in the books 
of -Y, Y and .4. 
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Q. 2. Explain the folloAving: — 

" Opening' Entries; Closing' Entries: Narration ; 
Fixed 4ssets ; ^ Floating Assets; Gross Profit; Not 
Profit, 

Q. 3. From the following figures, prepare a Tra- 
ding 'and Profit and Loss account aiui a Balance 
Sheet:-- 


A. Brown’s Drawings Account 

Rs. 

6,000 

A. Brown’s Capital Account 

24,000 

Sundry Ci'editors 

43,000 

BUls Payable 

4,000 

Sundry Debtor's 

51,000 

Bills Eecefvable 

5,000 

Loan advanced to .E. Eao 

10,000 

Fixtures and Fittings 

4,500 

Opening Stock 

47,000 

Cash in office 

900 

Cash at the Imperial Bank 

12,500 

Overdraft with the Central Bank 

6,000 

Purchases 

60,000 

Duty and clearing ciiarges 

3,500 

Sales 

1,28,000 

Staff salaries 

9,600 

Jietiu'jis from customers 

1,000 

ite turns to creditors 

1,100 

Commission and travelling expenses-" 

4,700 

Trade expenses 

2,500 

Rent Account ® 

2,000 

Discount roceijred 

4,000 


I> QA ' M,ociv amounted to Rs. 02,000. :uhI 

Rs. dOO were outstanding for clearing charges. 

Q. 4. What do you understand jay the Sinide 
rr ^’ool-keeping? How does tills* system 
diKm Hotn the Double Entry System ? Explain the 
former system as compared with tlie 

Q. 5. A book-lceepoi- makes the following mis- 
takes in writing up his boobs. Give entries necessaiy 
to rectify the mistakes;— 

(1) Rs. 500 paid for Repairs to Machinery have 
beem debited to Machinery A/c. f2) Goods worth 
Rs. 800 sold to B have been debited to C's account 18) 
Rs.lOO paid as salary to the Manager have been debited 
l;<) his personal account, (4) Goods wortli Rs. 500 
purchased from E have not been passed through the 
1 urchases Book at all. but the goods have been'' incaii- 
ded in the closing stock. 

What would be the effect on the Profit and .Tio,ss 
A/e. if tlie mistako.s werw tiai. AAi.i.oAia.i e 



AJMp & RAJPUTANA BOARD 
' High School Examination Papers 
1933. 

Note . — Answer only five questions. Quest Ions 6 and 7 
are compulsory. 

1. Explain the different ways of preparing a Trial 
Balance, and write what you will do if tire Trial 
Balance does not agree. 

2. Explain ‘ Dishonoured Bill ’. What steias 
shonld be taken by the holder if a bill is dishononred? 

B. Explain cai'ef ally the following terms: Accrued 
Income, Impre.st System, Noting Charges, Folioing, 
Balance b/d. 

r 4. What are adjusting entries? Why are tliey 
made ? In what books do they appear ? Give 
examples. 

5. Do the entries in the Bank pass Book always 
agree with the entries in the Bank ColiuriTr of the 
Cash Book? If not, why not? What will you do, 
under such, circumstances, to reconcile youj- entries? 

6. Write up the following items in Petty Cash 
Book and canw down the balance as on 6th Januarv, 
19B2:— 

-Ian. 1 Cash in hand Ks. .b 

„ 1 Received the . amount necessary to 

make up the Imprest to 20 

„ 2 Purchased postage stamps 4 
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1932. 

Feb. 


3 Paid bus fares R* 

4 l,ieceiv6d casli for sale of waste paper 

5 Paid tonga hire 
5 .Boug'lit string 

(! Bought brown paper 
Or, 

Inter the following in proper bill books : — 

1 Received B/E at 6 months in payment 

of Moiian’s account 

2 Gave the above bill to Jaikishen in 

payment of his account 

3 Drew a bill at 2 months’ upon Sita Ram 


„ Discounted tlie above bill 

at the bank - 

at ()% per ainiiim. 


„ 5 A.oi:iept6d tlie bill drawn 

it 3 months’ 

l)y Ram Kishen 

80 

Either. 


7. Prom the following prepare the A/e, P. & L. 
A/c, and Balance Sheet of Lala Girwar Lai for the year 

ended Hist December, 1931 : — 

Hs. Rs. 

G irwar Lai’s Drawings 

820 

Plant and Machinery 

... 700 

Stock, 1st January, 1931 

-• 1,050 

(.lai-riage Inwaixl 

250 

Carriage Outward 

100 

W ages, Mamifaoturing 

■ 1,800 

Office Salaries 

450 


Piireliases and Sales 

Returns Inwards and Outwards ••• 

Beiit^ Bates^ and Taxes, etc. 

Ooal and Coke, etc. 

Discount allowed and received ••• 

Bad Debts written off 

Debtors and Creditors 

Bills Beeeivable 

Bank 

Cash 

Postage Stamps 
Girwar Lai’s Capital 
Bad Debts Reserve, 1st Jan. llldl 
' Bills Payable ' 


5,()70' 

22h: 

8(i5 

425 

HOO 

250 

8,240 

2,500 


8,090 


050 


7,350 


]7() 

4 

6,000 

400 

1,600 


Total 24,345 24,345 

. Or, 

'■ Post tlie following- ti-ausactioiis direct into lodger 
and extract a trial balance: — 

1932. 

Oct. 1 Goods in stock Ks. 900; Balance at Bank Rs. 88; 

B/B. (E. October 20) Rs. 1,000; B/I?,. 
(F, January 12) Rs.1,200; G owes me Rs.68; 
B owes me Rs. 110; B/P. (,/, Octohor 4j 
Ks. 150; B/P. (K, October 15) ps. MOO; 
I owe L Ka. 99. 

„ 4 l^aid my acceptance to ./ due this day. 

5 Bong-lib goods from L Rs. 2,000, and gave him 
my acceptance at 2 montlis fur Rs. 5,099. 
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1932. 

10 Sold goods to <T 11s. 1,500, and drew on him at 
2 months for Its. 1,550 to settle. ^ 

,, 12 Disoonnted F’s bill (discount charged Us. 15). 

,, 15 Drew cheque to pay niy acceptance to” K. 

„ 20 D’b acceptance paid into bank. 

„ 25 n pays me in settlement 11s. 60, and I write 
off the balance as bad. 

„ 31 Trade expenses 11.S. 50. 

Pri-vate expenses Rs. 50. 

Value of stock 11s. 2,000. 


1932. 

NOTIS;— dirsiarr oub/ five quesitum. QitesUon No. 7 is 
iwnpiilsur!/. 

1. Explain the system of douVde entry bopk- 
koejring and discuss its advantages. 

2 Why has it been nece.S!5ary to .subdivide the 
.lournal? (live its main subdivisions and mention 
t he trans.uctions to bo entered in each. 

3. flivc! the rulings of any three books of original 
entry and enter in each two imaginary item.s. 

-1. Diffeumtiate between a Trial Balance Sheet 
and a Balance Sheet. Is the Trial Balance a conclusive 
proof of tJie aec.uracy of book? 

5. Wliat are closing entries ? How do you close 
iiio Personal accounts. Heal accounts, and Nominal 
aooounts ? 
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6. Wliat is the object of preparing a Bank 
RecotiGiliatioii Statenieiit ? 

' Prepare a Bank Reconciliation Statement from the 
following; partienlars : Pass Book balance Es. 175-4-9; 
Cheques drawn and not presented Rs, 150; Cheques 
deposited but not credited by the bank Rs. 86; Bank 
interest allowed, but not entered in the Cashbook 


7. The following is the Trial Balance of Lala Shri 
Ram. Prepare Trading and Profit and Loss accounts 
for the quarter ending 30th September, 1931, and a 
Balance Sheet as on that date: — 

Rs. Rs. 


L. Shri Ram’s Capital 
L. Shri Ram’s Drawings 
Stock on 1st July, 1931 
Freight on purchases 
Purchases 
Returns Inwards 
Wages (manufacturing) 
Office salaries 
Trade Expenses 
Rent paid 

Rent received from rooms 
sublet 

Freehold premises 
Machinery 
Sales 
Ram Das 
Keshao Ohandr^ 


25 

874 

41 

640 

15 
100 

84 

16 
40 


15 

500 

235 

2,131 

100 

44 
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Biwan Chand 
Discount; (Balance) 

Cash 

Bank (current a/c) 

Bank (Deposit) 

3,620 3,620 

The value of stock on 30th September, 1931, "was 

s. 100. 

Prepai'e a Cash Book from the following particulars’.- 
19.32, 

Jan. 1. Cash in hand Rs. 1,575-9-6 
Cash at Bank Rs. 45,700-3-9 
Discounted a bill for Rs. 5,000 at 1% 
through Bank. 

6. Bought 1,350 mds. 20 seers of goods ^at 
Rs. 5-8 per maund by clieque on Bank. 
10. Paid salaries of establishment Rs. 750. 

12. Paid Trade Expenses Rs. 60. 

1 5 . Paid Taxes Rs. 200. 

20. Paid Insurance charges Rs. 50 
25. Sold goods 1,050 maunds at R.s. 6-4 per 
maund and proceeds deposited in 
Bank. 

31. Received repayment of a loan Rs. 3,000 
and deposited same in Bank. 

31. Invested Rs. 4,900 in Q. P. Rotes at 98% 
by cheque on Bank. 


47 


164 

327 

500 




GLOSSARY. 


Acceptance. VV lion a drawee signs his name 
across the I'aee ol a hill it is nailed an Acceptmuse. 
'I'lio inoi'ii ii])]n ()])ri!ite name foi- a bill before acceptance 
inn. Drift. 

Accomodation Bill. — It is a bill witboiit any 
ootisideration and i.s put into oircnlation to laise money 
on the same by disconiiting it. It is also called Kite, 
Windmill or fictitious bill. 

Account — it is a record kept in a ledger of 
traiisaeuiens with a particular person or tiling. Accounts 
are divided an Personal ArrouiifK i/.r. those relating to 
persons) and Impersonal Accmints li.r. those relating 
to t.hiiies . luipnviiiiiil Adcoiints are further subdivided 
into Pnil or Prnpn-hj .{(‘counts {i.e. relating to various 
business assets) a.nd Xomiixu Acroiiiits wliich relate to 
Insses or gains of the business such as wages, trade 
<iX|i(:iuses, etc. 

Accrued Income. -It is the income which ho.s 
I'uUeii dm.' but is not as yet actually received. 

Account Sales,— If, is a document submitted b^r 
the consignee to the. eonsignor of goods showing 
tlinn.'in Iho proceeds of the goods sold, the expenses 
incurred and also the commission charged. 

Allonge. It is a .slip attaclied to a negotiable 
insirunu'iH, to write endorsements thereon when the 
s])ace on the same is lillod. 

Allowance. — It is a dednctioii allowed from an 
account. 

Ante-dated cheque.— It is a cheque bearing a date 
before the current date. ** 
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Asset.— It is a property of any description. Tlio* 
following are its iiii] orlant tinds; — 

Fixed Assets are those whicli are awiiilred toi' the 
pnrpese* of earfiing income. 

Floating or Chailating Assets are tln/se ilnil, nre 
acquired for the purpose of resah? or conversion int.o 
money at a later date. 

ds«(?fe are assets of fixed natnro that (h'Cii'Oii.sc 
in value either through wear and tear or through lap.se 
of time. 

Fktitmis Assets are tlio-se iteni.s on the ns.set.s .side 
of a Balance Sheet which do not repre.sent lui^' tangible 
possession or property and from which nothing can be 
realised. 

Liquid Assets ai-p \.h(me> that can lie readily turned 
intw money. 

Bad Debts are tlnwe delds whicli are not likely 
to be realised. 

Bad Debts Reserve. — It is a reserve ntafle out of 
the profits in onier to make provi.sioit for thi' possible 
l^ad debts. 

Balance Sheet. — It is a statement allowing .assets 
and liabilities of a eoiicern at tlic time of its animal or 
jiei’iodioal closing. 

Bank Charges. — These aro s.matl amounts eli.arged 
by the banks by w'a.31 of comnii.s.sioii, charg(''s, eie. 

Bank Overdraft. — This is the amount a Iradcr 
owes to his hanker on liis current current. 

Bearer Cheque ia one wiiieh (am be eaaJied (tr 
negotiated withont, an indorsement. 

- Bill of Exchange.— It is an iirstrirment in writing 
ccjiitaiiiiiigan iiueonditioiiMl order, .signed hy th(‘ iimkei-. 
directing a eet tain, person to pay a oe'rtain ,smn of 
money only to, or, to ;thP order of a certain person or 
to the bearer of tlie instrument. 
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Book Debts are tiie debts owiag to a trader. 

Bought Book. — It is a .subsidiaiy book or a book of 
first entry in which are recorded ii.ll the pnrcha.sos mad^e 
on credit. It is also called a PMreha.ses Book, Bought 
Day Book or Invoice Book. 

Capital Account. — It i.s i.he account of the 
proprietor in relation to the bii.sine.ss. 

Cash Book. — Ir, i.s a book in which all the cash 
transactions are recorded. Some business houses 
nut in tain in this book bank and discount columns also. 

Cheque. — It is an unconditional order on a hanker 
signed by the drawer ordering payment on demand 
of a, specified amount, to a specified person or to his 
order or to the bettrer. A. Bearer Cheque is one that can 
ho cashed or negotiated without aii indorsement while an 
Order one is tliat wnich needs indorsement for the same. 

Circulating Assets. — (See As.setsh 

Closing Entries —By clo.sing entries are meant the 
transfers of the various gains" and losses from, the 
nominal accounts to a Trading or Profit and .Loss 
Acicount iind the transfer of the balance of tlie latter 
to the capital or drawings aeciount. 

Compensating Error is an error of an equal amount 
on both the sides of the ledger. 

Consignment.— It is a transaction in which goods 
are sent to an agent at another place for sale. The 
person wno sends the goods is known as the Consignor 
and the person to whom the goods are sent the 
consignee. 

Cerdit Note. — It is a statement giving details of 
allowances made for goods returned, over charge, 
wrong, quality, etc. it is written in red ink. 

Credit Slip is a slip sent with the remittance to a 
hank giving therein the details of remittance. 
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Cj^ossed Cheque.— It is a chequo lion.j'ini; nu j'l,'- 
face two parallel transverse line.=i with or witliout I, lie 
v/orcls ‘ & (Jo.’ 

Creditor it»a pei.'on to whom moneys' Is owinq bv 

the eoueerii. 

Daily Register.— I, See Joni-nal). 

Days of Grace. — These are tlie three c(i'-b)mai \ 
(lays lliat aro ndded to the period of tlie neijotiable 
instruments except in the ease of tliose tliat are payable 
on demand. 

Debit.— It is the left band sido of n Icdii-er 
account. , 

Debit Note.- It is a statement givinu parlimilars 
of any ohai'ge that has beoqn’ic' netJessary for some 
Teij,soTi e.fi nnder(;hargino-, oini.s.sion of some item in 
the invoice, etc. 

Debtor is otto who owes money. 

Deposit Shp. — (iSee (hedit sh|i). 

Depi'eciat-iOn It fs rhc gi.nln.tl shi'inkitge in valnc 
df an as.set. It i.s cliiellv’ dne to the wear and tear.. 
ob.solp^CMl( c 01 ovini.ilion of innc and is a chui-ge 
ag’ninst ii Profit, and Lo.ss Aoconnt. 

Discount. — ft. IS e dednetion allowed off tint price 
of goods or off the amount off an account, ('us/i Dixi'ounl 
is I lie allowiTncc nnule when receiving or puyinginoney 
while Tnuh’ Dixcoimt is the allowinico on tlie purchasing 
or selling price. 

Dishonour. — When a bill is not accepted, ov paid 
at the time of maturity it is .said to' be tlishononred. 
The dishonour luaj’’ bo for non-acceptance or for 
non- payme.h,t. ' \ 

Drawee is .a personam whom a bill is drawn. 
Drawer is a person who draw’s a bill. 
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£ 5 oubIe Entry System. It is the system of Book* 
k'l'cping- iimvl idi hoih personal and iin])ersoiial accounts 
tirn kept and n. douhlc entry is made in respect eianli 
transaction once to ilie dehit and once to the credit. 

Draft, (See Accepliince). ’ . 

Drawings are tlie oecasionid witlidrn wills oE money 
from business for tlie n.sn of the proprietor. 

Entry is n record of a traiisaetion in the pro])er 
hook. 

Fictitious Assets - (See Assetsi. 

Fixed Assets — (Hoe Assets). 

FloalingAssets— (See .Assets). 

Foreign Bill— (Hee lidiind Bill) 

Goodwill.- It )s a fi.\ed mtangible asset tlie 
©xi.stencie of wlricli is (ine to good eonnecticnis or the 
repntation wiijch a Imsiness ims ac([nired, or to the 
smtable position oi a ImsHn'ss house 

Groiis Loss - (Se(' Lo.ssi. * v 

Gross Profil:. (See Prcditi. 

Impersonal Account. -{Bee Aeeoiints). 

Imprest Syslein Tins is a system of keeping petty 
cash 1)1 wiiich a oei (.1)1) sum genei.illi .snffieieut for th e 
v.Kpenses of a eeit.ni) ])(>) nal is ad v.iiiced to the petty 
cashier and at tlie end ol the period he is paid tbe 
innonnt sjieiit by liim tliiis reeoujiing the fixed amoa.iifc 
(Imt is to he ivith him. 

Indorsement.- -When a maker oi' a holder of a 
iR'goliidile instriiraent signs the .same, otherwise than 
n.s such iimkei' for tlie purpose of negotiation ho is 
.'.aid to indorse i,he siuno and is called the Indorner; while 
the ])fi.soii in whoso favour it is indorsed is known 
■as Indomcc. 

Inland Bill. -An Inland Bill of Exchange is one 
which is drawn in .British India on a person resideid. of 
British India or nnuio payable in British India. Every 
other hill i.s a /'erw/a Bill. 

Insolvent is one who is.' unable to pay his debts 
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Invoice.— It is a document .showiii.o' tiiereirf the 
quantity description and price of the _^oof]s purohiised. 

fl Joint Venture Account. — It is tlie record of transac- 
tions made johitly by two or more per.son.s wit h a view 
to divide the profits and losses. It is in .short a 
temporary p!irtMej'.ship, 

Journal. — The Journal or Daily Ilecord or l.)aily 
.Registc.i- as it is ca.Iled is a book of first entry in which 
transactions are written from the Waste Book in ordei- 
of date and in a classified form foi' the sake erf 
transferring them to tlie ledger, E’ow-a-da.ys the 
pre.ssure on the joni'iud lias been greatly relieved by the 
various subsidiary books. 

Kile. — (See Accomodation Bills.) 

Ledger. — It is the principal book of accounts in 
which are maintained in a classified form all the 
accounts of a trader as made up from tho sulrsidiary 
bo&s or the books of original entry. 

Liabilities. — These are tlvo debts of the firm. 

Liquid Assets.— (See .Assets). 

Loss. — It is the excess of cost price over .selling 
price. Groan Loaa is the excess of purcluise money and 
p^irchase expenses over sales and stock as shown by 
the trading account. Net Loan is the total gT0.ss los.s 
and selling and other expenses over the gain a,s shown 
by the Profit and Loss Account. 

Narration. — It is the explanation given For an eui ry 
in the journal. 

Net Loss.— (See Loss). 

Net Profit.— (See Profit). 

Nominal Accounts. — (i3ee Account) 

Noting Charges are the charges incuri’od in gef tlng 
the bill noted after it is dishonoured. 

On Demand means on presentment. 

Opening Entry. -It is an entry passed to record 
the itom,s oF the last Baianee Sheet in the books newly 
opened. 
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V*«ss Book. — It is a book in wbich are recorded 
by the Ijanlier all the traiisaetiors of a party with him. 

Payee is tlie party to wliom or to whose order t^ie 
money ulmr cheque, a bill, or a promissory note is 

Personal Account. — (See Account) 

Petty Cash. — It i,s a small sum advanced to an 
Assi.stnnt Cashier or Junior Clei'k to make small 
paymejits. 

Post dated Cheque is one which boars a date later 
than the cnrront date. 

Profit. —It, is the excess of selling yndce over the 
buying or cost price. Gross Profit is the excess of selling 
money and stock over the’ purchase money and 
expenses for purchasing as shown by the trading 
ncconnt. Net Profit is the excess of gross profit, and 
other income over the expenses ns shown by the Profit 
iinil Loss Account. , 

Profit & Loss Account. — It is an account in which 
are collected all the items of losses and Income with a. 
view to ascertain the result of tlio working of a period. 
The excess of tlie debit side over tlie credit side i.s 
?\i't triss U oUwnvise Net Profi’t. 

Promissory Note.-— It i.s an instrument in writing 
viontaining an unconditional undertaking signed by 
the mnk’or to pay a certain sum of money only to or to 
the order of a ci'rtain person or to the bearer of the 
iiistrumeiit. 

Purchases Book. — (See Bought Book). 

Purchases Returns Book. — (See Eoturiis). 

Real Account. — (See Aecoiint). 

Rebate.- When a bill is paid before the duo date 

some allowance for the interest for the period to rim 
is made iind is termed ‘Rebate’. 

Reconciliation Account or Statement. — Thi.s is a 
stiitcment (ire))arod to reconcile the balances of the 
Viank account as shown by the Pass Book and the 
('asli Book having a bank coluhnn or a hank account 
in the absence of the same. 
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Renewal of a Mil is hlie !i.«t of ;> iH.'Wvi/iH in 

place of l;lie ono ali-oady iji oirouliition wliicli is thus 
eyriei’lled anil, is saved from being dislionoin'eil. 

Reserve for Bad Debts.- (See .B.id Indite Reserve) 

Ketyms afe good.s n't.iiiMied. / ’/or /.«.«« Ri'lirnin 
are goods l•ei;l^■nod by i,lio piii-eliDsei'.s wliile .sVdiw 
Retarna lu'e tlio.so made by .seller.'', mid i.iie book.s in 
which r.hese are recorded, arc known as Rol.iirns Hooks. 
TliR I'urchma itiiiirm qy Rdtmifi Uutirnnls }i(n)k contains 
entries regarding' retiirn.s out of pnreliasc.s while the 
Sales JMunis oi' ltd i mis Inwards book conl.ains tecords 
of return out of good.s sold. 

Sales Book.— It is a book in wliich all credit, salc.s 
are recorded and is also known a.s Dan fieo/r, Said Daij 
IRioh or Bales Joiintal. 

Sales Returns Book.-- i.Seo Iie(,urn.sJ 

Single Entry —It is a, st3'lc of book-keeping in 
Avl^ch oiilj’’ till' jitysonal aeeounte are I'ccorded md as 
snch is a very defective inetliod and far inferior f.o 
the Donlde Fjiiiry system of Hoidv-kccping. 

Stale Cheque i.s one wdiicli is .sotncj month.s old 
iLSiially of six montlis and over. 

" Suspense Account. — 'I'liis is an account to wliich 
iitoms are pn.stcd as a lemporary measures wbon there 
is an uncertainty a.hout them. 

Trade Discount. — (8ee Discount) 

Trading Account — This is an aeconnt made up to 
nseortain the gro.ss profit or grii.ss lo.ss It is dchit.od 
with tho opening si.oek, not ]mrchases, wages, carriage, 
etc. and credited with the net .sales and stock. The 
f'.Ncess of credit side shows yross proJit and tliat of 
the debit (/ms, S' /aw. 

Trial Balance. — It is a. list of balances both debit 
mid credit broiiglit together to clieok the aj'ithmetical 
accuracy of posting. 

Turn over, — 'I’otal sales duriug a give.n jiej'iod. 

Waste Book. — It is a book in wiiich trail, suctions 
are eid.ered in a chrontilogical order. It i.s also called 
a .Moinorandiim Book. 
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